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EPCOR Water Arizona Inc. 
WS-01303A-14-0010 
RUCORBM 2.4 

1,606,776 1,495,386 1,420,231 1,398,994 1,397,646 1,315,133 
Commercial 375,287 378,711 400,257 373,505 337,314 329,387 
Miscellaneous (Irrigation) 141,582.5 76,868.4 103,034.2 81,723.5 64,062.4 74,163.8 

ise Valley 
Residential 2,136,330 2,173,131 2,094,211 2,220,751 2,239,123 2,196,852 

925,415 878,498 Commercial 808,213 826,571 868,072 91 1,845 
Other Public Authority 10,259 9,332 12,165 41,157 14,355 11,812 

Private Fire Service 185 162 1,068 583 426 471 
Other Water Utility Resale 5,440 4,466 4,409 5,940 5,251 5,643 

Water 
Residential 67,675 64,935 61,964 61,817 54.500 55.417 
Commercial 22,966 21,406 19,942 22,526 20,650 21'215 

~~~~~i~ - I- -."-a 

Residential 3,509,090 3,305,718 3,004,945 3,079,560 3,127,098 3,074,441 
Commercial 714,448 838,002 847,422 896,605 878,769 900,898 
Miscellaneous (Irrigation) 219,988 198,429 146,386 12,822 3,041 2,622 
Non Potable Water 0.0 0.0 0.0 138,396.0 145,080.0 133 604.0 
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EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

REVENUE REQUIREMENT 

Adjusted Rate Base $ 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue $ 

Proposed Annual Revenue (L8 + L9) $ 

Required Increase in Revenue (%) 

(A) 
COMPANY 

FA1 R 
VALUE 

23,496,514 

41 6,266 

1.77% 

6.87% 

1,614,211 

1,197,945 

1.6469 

1,972,914 

6,354,293 

8,327,207 

31.05% 

RUCO Schedule 1 
Witness: Michlik 

(B) 
RUCO 
FAIR 

VALUE 

$ 16,169,248 

81 9,596 $ 

5.07% 

6.09% 

$ 984,707 

$ 165,112 

1.6378 

) $  270,426 

$ 6,455,475 

$ 6,725,90 1 

4.19% 

References: 
Column (A): Company Schedule A-I 
Column (B): RUCO Schedules 3 and 16 



EPCOR - Mohave Water District 
Docket No. WS01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 2 
Wtness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
Revenue 
Uncollecible Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Conversion Factor (Ll I L5) 

Calculation of Uncollecttible Factor; 
Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate; 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective ProDertv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate (L17) 
One Minus Combined Income Tax Rate (L18-LIS) 
Property Tax Factor 
Effective Property Tax Factor (L20'LZl) 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

Required Operating Income 
AdjustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

Income Taxes on Recommended Revenue (Col. [E], L52) 
Income Taxes on Test Year Revenue (Col. [e], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

Recommended Revenue Requirement 
Uncollectible Rate (Line IO) 
Uncolllectible Expense on Recommended Revenue (L30*L31) 
Adjusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

Property Tax with Recommended Revenue 
Property Tax on Test Year Revenue 
Increase in Property Tax Due to Increase in Revenue (L35-L36) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

100.0000% 
0.4678% 

99.5322% 
38.4761 % 
61.0562% 
1.637836 

"..tu 

I I  D0.0000% 
,oo% 
,oo% 
100% 

100.0000% 
37.9600% 
62.0400% 
0.8318% 

0.5161% 
38.4761 % 

$ 984,707 
819,596 

$ 165,112 

$ 353,193 
252,168 

101,026 

$ 270,426 
0.7540% 

$ 2,039 
$ 

2,039 

$ 164,467 
162.21 7 

2,249 
$ 270,426 

Test 
Year 

$ 6,455,475 
$ 5,383,712 
$ 407,465 
$ 664,298 

6.0000% 
$ 39,858 
$ 624,440 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 98,410 
$ 212,310 
$ 252,168 

RUCO 
Recommended 

$ 270,426 $ 6,725,901 
$ 5,388,000 
$ 407,465 
$ 930,435 

6.0000% 
$ 55,826 
$ 874,609 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 183,467 
$ 297,367 
$ 353,193 

Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B], L511 I [Col. [E], L45 - Col. [B], L45] 34.0000% 

Calculation of lnterest Svnchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 16,169,248 
2.5200% 

$ 407,465 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

(A) 
COMPANY 

AS 
FlLED 

(B) 

RUCO 
ADJUSTMENTS 

(C) 
RUCO 

AS 
ADJUSTED 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 

19 

20 
21 
22 
23 
24 
25 
26 
27 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

$ (6,121,255) $ 40,609,876 $ 46,731,131 
15,934,125 

$ 30,797,006 
(1,016,767) 14,917,358 

$ (5,104,488) $ 25,692,518 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

$ 69,169 $ 639,499 $ 570,329 
89,194 

$ 481,135 
89,194 

$ 550,305 69,169 

Advances in Aid of Construction (AIAC) $ 7,012,710 $ 7,012,710 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
Regulatory Liabilities 

8,257 

696,852 
106,450 

8,257 

696,852 
106,450 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. $ 

1,265,114 

$ 1,265,114 

1,265,114 

$ 1,265,114 

ADD: 

Deferred Debits $ 873,903 $ (873,903) $ (0) 

116,417 
0 

$ 16,169,248 

Working Capital Allowance 
Reconciling Item 

131,008 (14,591) 
0 

Original Cost Rate Base $ 23,496,514 $ (7,327,266) 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 
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EPCOR - Mohave Water Dlatrlct 
Dceket No. WS01303A14-0010 
Test Year Ended June 30,2013 

RUCO Schedule 9 
Wlneu: Radigan 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YENt PLANT AND ACCUMULATED DEPRECIATION 

2 
3 
4 
5 
6 
7 
8 
8 
10 
11 
12 
13 
14 
15 
16 
17 
18 
I 8  
20 
21 
22 
23 
24 
25 
28 
27 
28 
28 
30 
31 
32 
33 
34 
35 
36 37 

38 
38 
40 
41 
42 43 

44 
45 
46 
47 
48 
48 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
80 
61 62 

63 
84 
85 
66 
67 
68 
68 
70 
71 
72 
73 
74 
75 
76 
77 
78 
78 
80 
81 
82 
83 
84 
85 86 

80 91 

87 
88 
88 

92 
83 
94 
85 
86 

1.41 [El 1c1 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Port Test Year Plant: 
307000 5 2.581.678 5 (2 591 678) 5 
307000 
333000 
331300 
334100 
320200 
331200 
331200 
331200 
311200 
331001 
331200 
346190 
346190 
331200 
343000 
341400 
331001 
343000 
311200 
338600 
346100 
311200 
343000 
346100 
311200 
320100 
311200 
304600 
343000 
343000 
320100 
311200 
311200 
343000 
331200 
311200 
311200 
331200 
334100 
331200 
334100 
333000 
333000 
331001 
331001 
311200 
331200 
334100 
334100 
333000 
333000 
311200 
311200 

~ 

LaredoVwta Well #2 
BHC Well l E 4  
Selvices replaced 
Bullhead Cwwater- Old BHC Scheduled Main 
Meters replaced 
Camp Mahave Mawanese 
Pegasus Ranch lnterwnnect 
Mains Scheduled replacelrelocate AZ 
Mohave water- Goldrush Main Relocate Planned 
Plant Facilities 8 Equip AZ 
valves replaced 
Mohave water - Goldrush Main Relocate Planned 
Uwrade Bullhead SCADA 
Uwrade Bullhead SCADA 
Main Breaks 
Purchase Two Trimble Handhelds 
Mahave water - Vehiclcs 
valves new 
Purchase Two Additanal Towhbwks 
Replace Pump and Motor at Camp Mohave Well 
Water water - GIS Map Books 
S0C"riQ 
Mohave Water - AZ Gateway Booster Staton 
PurchaseToughbook 
securii 
Mohaw Water. Desert Glen Booster Station 
Replace Flow Cell on Chlotine Analyzer at Well 16-2 
Replace Pump at Pegasus Ranch Booster 

Tools 8 Equip 
Bullhead Cwwater- Tools 8 Equip 
Mohavewater- Camp Mohave 
Bullhead Ciwatar- Backup Pumpat 24-1 
Mohave water- Well 24-1 

office 8 ops Center 

Purchase -OOP Calibrator for SCADA 
BJlhead Ciwaler . Valves New 
Mohave water. BQ Bend Acres We 
Msceilaneous 
Mohave wafer. 12" Canpn rd Schedrled Malm 
Bullhead CQ wale' - Meters Replace 
Main Breaks 
Meters replacea 

SaMcer rep aced 
Valves new 
Valves reDIacen 
Plant F ~ c J n l u  8 Equip AZ 
RPB Main Break- LMH 
RPB Meters replaced Camp Mohave 
RPB Meten replaced- DFE 
RPB S~MC- redaced- Camp Mohave 
RPB S ~ M C S  replaced- LMrl 
Mot. PFE Rep Prod Meter-LR 
MSC - RPhB TE Rep1 Metal Locator 

SeMCC3 rep aced 

Post Teat Year 7AAllocated Cor~orata Plant: 
340300 EMS Webiewer-ArcGiS 
340300 GIS Data Model Conversion 
340300 Pmiect GPS Software 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

Post Test Year 6U Allooated Corporate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 ESRl Pmiect (GIS) 
340300 
340300 SAMSWater 8 Waste 
340300 AZ IT Software 

Water USA Win7 Office2012 - CA 

Water USA Win7 Office2012 - US 

Total 

Accumulated Depreciaton 

Amounts may not reflect other adiuslments 

REFERENCES: 
Column [AI: Company Filing 
Column [El. Testimony FR 
Column [Cl: Column [A] + Column [B] 

AZ Corp - Phx Office lmpmvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip- Central Shared 
Vdeo Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center. Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastem DiKon 
Securty- Central Div 
Securitv- Eastem Di i  
Business Systems Upgrade - AZ 
GIS Upwades/ Enhancements - AZ 
Engineenng CMMS - AZ 
Engineering Pmied Management - AZ 
Network Redundancy- A2 
Laptops - A2 
Monitors - AZ 

1:813:013 
383.470 
490.587 
31,571 

360.547 
42,312 

0 

81,554 

156,090 

7,894 

37,556 
11.680 

7.124 
11,055 
5.256 

1.708 

(256) 
(287) 
(938) 

(1,417) 

(2,751) 
(3,279) 

(17,847) 
(93,557) 

6.831 
214.804 
578,867 
23.415 
4.048 

57,104 
222 
72 

180 
365 

3.238 
5,803 
2,576 

854 

1,636 

517 
(1.109) 

862 
(9) 

433 
1.531 
1.847 

531 
674 

11,409 

11 
1,623 
8, I88 

33.007 
7,668 

i I :913:013i 
(363.470) 

(31,571) 

(42,312) 

(0) 

(81,554) 

(156,080) 

(7.894) 

(37,556) 
( I  1,680) 

(7,124) 
(1 1,055) 

(5,256) 

(1.708) 

256 
287 
838 

1,417 

2.751 
3,279 

17,847 
83,557 
(6,831) 

(214,804) 
(578,867) 
(23.415) 
(4.048) 

(57.104) 
(222) 
(72) 

(180) 
1385) 

13.238) 
(5,803) 
(2.576) 

(854) 

(1,6361 

(5171 
1,108 
(862) 

9 
(433) 

(1.531) 
(1.847) 

(531) 
(674) 

(11.408) 

1111 

490,587 

360,547 

6 ( 6 )  

$ 6,972,389 $ (6,121,255) $ 851,134 

$ 15,834,125 $ (95,031) $ 15.839.084 
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RUCO Schedule 10 EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVERGOLLECTED DEPRECIATION EXPENSE 

LINE ACCT. 
- NO. W 

Direct Plant: 

1 320100 
2 330100 

341 100 
342000 
344000 
345000 

3 

A 

DESCRIPTION 

IAI  161 IC1 
TEST YEAR (‘W) END POST TEST YEAR ( “ P N )  TOTAL 

OVER-COLLECTED OVER-COLLECTED OVERCOLLECTED 
DEPRECIATION DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT AMOUNT 

Water Treatment Equipment Non-Media $ (20,283) $ (9,722) $ (30.005) 
(3.569) Elevated Tank 8 Standpipes (3,569) 

Transportation Equip Light Duty Truks (709,706) (39,606) (749.312) 

Laboratory Equipment (2,158) (610) (2,767) 
Power Operated Equipment (20.334) (17,196) (37,530) 

Total Over-Depreciated Direct Plant $ (756,159) $ (67,247) $ (823,406) 

Stores Equipment (109) (114) (223) 

District‘s Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ..................................... 1 $ (823.406)( 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [Cl: Column [A] + Column [E1 
Column [D]: Column [C] ~ 2 0 %  

Witness: Coley 

[Dl 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (6.001) 
(714) 

(149.862) 
(45) 
(553) 

(7,506) 

$ (164,6811 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

RUCO Schedule 11 
Wdness: Coley 

Allocated CorDorate Plant: 

1 304620 Siructures & Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 
5 1569 Software Intangibles Amortization 

[AI 
TOTAL 

TY AZ-CORPORATE 
OVER-COLLECTED 

DEPRECIATION EXP. 

$ (24,958) 
(3,128,854) 

(52,912) 

161 IC1 [Dl 
TOTAL TUBAC 

PTY AZ-CORPORATE TOTAL ALLOCATION 
OVER-COLLECTED OVERCOLLECTED FACTOR 

DEPRECIATION EXP. AMORTIZATION EXP. 

$ (9.888) $ (34,846) $ (3,415) 
(721,389) (3,850,243) (377,327) 

(18.705) (71,618) (7,019) 

[El 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (682.98) 
(75,465.42) 

(1,403.72) 

21,439 21,439 2,101 
(571.918) (571.918) (56,0481 

6 Software Intangibles Net of Amortization $ (550,478) $ - $  (550.478) $ (53,947) (10,789.47) 

7 Total Corporate OverCollecied Depreciation Exp. $ (3,757,203) $ (749,982) $ (4.507.185) $ (441,708) $ (88,341.58) 

8 District's AZCorporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense.. ..... . ..... . . . . ... . . . ..... . .. . . . . ..... .....I- 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column ID]: Column [C] x Distrids Allocation Factor 
Column [El: Column [D] x 20% 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

ACCT COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

RUCO Schedule 12 
Witness: Coley 



EPCOR - Mohave Water District 
Docket No. WSOI 303A-160010 
Test Year Ended June 30,2013 

LINE 
NO. 

RUCO Schedule 13 
Witness: Coley 

ACCT COMPANY RUCO RUCO' 
RECOMMENDED ADJUSTMENTS NO. DESCRIPTION PROPOSED 

REFERENCES: 
Column [A]: Company Filing 
Column [El: Testimony TJC 
Column [Cl: Column [A] + Column [E] 



EPCOR - Mohave Water Dlstrlct 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 -CASH WORKING CAPITAL 

[A] [B] [C] 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance $ 131,008 $ (14.591) 116,417 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal &Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

Proforma 
Test Year 
Amount 

[BI 

1,389,973 
26,779 

545,082 
10.867 
7.886 

950 
212,807 
192,587 
418,599 

6,694 

101,045 
551,778 

16,923 
247,950 

50,657 
377.1 60 

TAXES 
19 General Taxes-Property 
20 Taxes - Payroll 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

26 
’ Amounts may not reflect other adjustments. 

164,467 
97,538 
52,291 

252,168 

407,465 

4,724,201 

Revenue Expense Net 
Lag (Lead) Lag (Lead) Lag (Lead) 

Days Days Days Col. C - Col. D 

[CI [Dl [El 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

30.63 
1 13.08 
50.44 

7.00 
32.09 
30.42 
30.42 
32.33 

(10.72) 
67.98 

(33.10) 
64.90 
49.83 
39.56 
32.57 
25.95 
45.63 

10.51 
(71.94) 
(9.30) 
3414 
9.05 

10.72 
10.72 
8.81 

51.86 
(26.84) 
74.24 

(23.76) 
(8.69) 
1.58 
8.57 

15.19 
(4.49) 

41.14 213.25 (1 72.1 1) 
41.14 26.40 14.74 
41.14 (130.59) 171.73 
41.14 41.75 (0.61 ) 

41.14 91.25 (50.11) 

Cash Working Capital Requirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

Cash 
Working 

Lead/Lag Capital 
Factor Required 

Col. a365 Col. B * Col. F 

[Fl 

0.03 
(0.20) 
(0.03) 
0.09 
0.02 
0.03 
0.03 
0.02 
0.14 

(0.07) 
0.20 

(0.07) 
(0.02) 
0.00 
0.02 
0.04 

(0.01) 

(0.47) 
0.04 
0.47 

(0.00) 

(0.14) 

[GI 

40,012 
(5,278) 

(13,891 ) 
1,016 

195 
28 

6,250 
4,647 

59,471 
(492) 

(6.578) 
(13.1 30) 

73 
5,822 
2,109 

(4,644) 

(77,552) 
3,938 

24.603 
(421 ) 

(55,940) 

(29,762) 

(15,171) 

(14,591 ) 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 15 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 11 -NOT USED 

[AI IS] [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Regulatory Assets $ - $  - $  

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column 161: Testimony TJC 
Column [C]: Column [A] +Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
_. NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (B): RUCO Schedule 17 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) + Column (D) 

[AI 
COMPANY 
ADJUSTED 
TEST YEAR 
AS FILED 

$ 6,132,996 

221,297 

$ 6,354,293 

$ 1,389,973 
26,831 
546,720 

10,916 
7,886 
950 

347,018 
192,587 
418,599 
6,694 
85,438 
101,045 
581,279 
16,923 

247,950 
50,657 
377,160 

1,331,139 
163,376 
149,829 
(1 14,941) 

$ 5,938,027 
$ 416,266 

PI [CI 
RUCO 

RUCO TEST YEAR 

ADJUSTMENTS ADJUSTED 
TEST YEAR AS 

$ 101,182 $ 6,234,178 

221,297 

$ 101,182 $ 6,455,475 

(1 34,211) 

(501,828) 
(1,159) 

367,109 

$ 1,389,973 
26,779 
545,082 

10,867 
7,886 
950 

212,807 
192,587 
418,599 
6,694 
55,718 
101,045 
580,677 
16,923 

247,950 
50,657 
377,160 
829,311 
162,217 
149,829 
252,168 

$ (302,150) $ 5,635,879 
$ 403,332 $ 819,596 

RUCO Schedule 16 
Witness: Michlik 

RUCO 
PROPOSED RUCO 
CHANGES RECOMMENDED 

$ 270,426 $ 6,504,604 

221,297 

$ 270,426 $ 6,725,901 

$ $ 1,389,973 
26,779 
545,082 

10,867 
7,886 
950 

212,807 
192,587 
418,599 
6,694 
55,718 
101,045 

2,039 582,716 
16,923 

247,950 
50,657 
377,160 
829,311 

2,249 164,467 
149,829 

101,026 353,193 

$ 105,314 $ 5,741,194 
$ 165,112 $ 984,707 
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EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 18 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. I - ANNUALIZATIONS 

3 Purchased Water $ 26,831 $ (45) $ 26,786 
4 
5 Fuel and Power $ 546,720 $ (1,329) $ 545,39 1 
6 
7 Chemicals $ 10,916 $ (45) 10,871 
8 
9 Customer Accounting $ 581,279 $ (602) $ 580,677 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

3 Purchased Water $ 26,831 $ (7) $ 26,824 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$i 546.720 $ (181) $ 546.539 

$ 10,916 $ (4) $ 10,912 



EPCOR - Mohave Water District 
Docket No. WS-01303A-I 4-001 0 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

RUCO Schedule 22 
Witness: Michlik 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY 
NO. DESCRIPTION PROPOSED 

RUCO Schedule 23 
Witness: Smith 

RUCO RUCO’ 
ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

3 

5 Mid-Term Incentive Plan (MTIP) 
6 
7 Advertising, Promotions and Donations 
8 Total 

R U C O s  Summary of Corporate Allocation Disal lowances 
4 Short-Term Incentive Plan (STIP) $ 

IT Affiliated Charges Expenses - Account 5628 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

(91,622) 
(33,020) 

(8,700) 
$ (1 34,211 ) 

(869) 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 24 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Company 
Proposed Rate 
Case Expense Percentage 

Normalized Recommended Rate Over Years 
RUCO 

Case Expense 

Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

25% $ 161,530 $ 80,765 $ 26,922 
40% $ 262,102 $ 131,051 $ 43,684 
3% $ 17,890 $ 8,945 $ 2,982 

Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 25 
Witness: Michlik 

COMPANY RUCO RUCO’ 
D ESC RI PTI 0 N PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - COI B) RATE 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

DEPRECIATION 
EXPENSE 

(Col C x Col D) 

RUCO Schedule 26 
Witness: Mlchlik 

Page 1 of 3 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

301000 
302000 
303200 
303300 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
310000 
31 1000 
31 1200 
31 1500 
320100 
330000 
330100 
331001 
331 100 
331 200 
331 300 
331 400 
333000 
334100 
334200 
335000 
339200 
339600 
340100 
340200 
340300 
341 100 
341 200 
341400 
342000 
343000 
344000 
345000 
346100 
3461 90 
346200 
346300 

Organization 
Franchises 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights T&D 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Oftices 
Structures 8 Improvements Store,Shop,Gge 
Collect 8 Impounding 
Wells &Springs 
Supply Mains 
Power Production Equipment 
Pumping Equipment Steam 
Pumping Equipment Electric 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs 8 Standpipes 
Elevated Tank &Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other P/E-Supply 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Truks 
Transportation Equip Heavy Duty Truks 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop.Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Total Plant 

52 Corporate Plant Allocation 
53 304500 Structures 8 Improvements General 
54 304620 Structures 8 Improvements Leasehold 
55 334100 Meters 
56 339600 Other P/E-CPS 
57 340100 Office Furniture 8 Equipment 
58 340200 Computer 8 Periphal Equipment 
59 340300 Computer Software 
60 340300 Computer Software Other 
61 344000 Laboratory Equipment 
62 346100 Communication Equipment Non-Telephone 
63 346190 Remote Control 8 Instrument 
64 346200 Communication Equipment Telephone 
65 346300 Communication Equipment Other 
66 347000 Miscellaneous Equipment 
67 Total Corporate Plant Allocation 

$ 34,004 $ 
$ 37,061 $ 
$ 528,700 $ 
$ 2,351 $ 
$ 9,609 $ 
$ 47,358 $ 
$ 475,826 $ 
$ 31,201 $ 
$ 47,846 $ 
$ 43,546 $ 
$ 43,231 $ 
$ 449,617 $ 
$ 29,223 $ 
$ 663,944 $ 
$ 2,084,561 $ 
$ 93,481 $ 
$ 50,355 $ 
$ 409,521 $ 
$ 2,777,913 $ 
$ 1,009 $ 
$ 97,220 $ 
$ 2,832,819 $ 
$ - $  
$ 105,048 $ 
$ 12,008,818 $ 
$ 3,656,688 $ 
$ 994,223 $ 
$ 76,265 $ 
$ 6,878,014 $ 
$ 2,485.178 $ 
$ 276,354 $ 
$ 185,402 $ 
$ 82.583 $ 
$ 179,702 $ 
$ 101,669 $ 
$ 109,956 $ 
$ 3,521 $ 
$ 99,015 $ 
$ 72,088 $ 
$ 22,292 $ 
$ 1,420 $ 
$ 221,411 $ 
$ 7,623 $ 
$ 171,959 $ 
$ 177,822 $ 
$ 724,648 $ 
5 - s  

34,004 $ 
37,061 $ 

528,700 $ 
2,351 $ 
9,609 $ 

47,358 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

97,220 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

99,015 $ 
- $  
- $  

1,420 $ 
- $  

7,623 $ 
171,959 $ 

- $  
- $  
- $  
- s  

475,826 
31,201 
47,846 
43,546 
43,231 

449,617 
29,223 

663,944 
2,084,561 

93,481 
50,355 

409,521 
2,777,913 

1,009 

2,832,819 

105,048 
12,008,818 
3,656,688 

994,223 
76,265 

6,878,014 
2,485.178 

276,354 
185,402 
82.583 

179,702 
101,669 
109,956 

3,521 

72.088 
22,292 

221,411 

177.822 
724.648 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
2.50% $ 
1.67% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 
1.54% $ 
4.00% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
14.29% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 

11,896 
624 
957 
871 

1,081 
11,240 

731 
11,066 
52,114 

1,558 
1,679 

16,381 
111,117 

40 

43,582 

2,101 
171,555 
52,238 
14,203 
1,089 

171,950 
207.098 

6,909 
3,708 
2,753 
5,990 
4,575 

10,996 
704 

10,298 
3,715 

8.856 

17,782 
72,465 

51 1 
10.00% $ 

$ 5,111 $ 5,111 10.00% $ - .  . 
$ 39,437,207 $ 1,036,319 $ 38,400,889 $ 1,034,433 

9,553 
1,950 
1,151 

35,759 
123,778 
80,208 
1,477 

624 
1,693 

18,236 
1,489 
5,230 

480 
39,906 

321,535 

9,553 
1,950 
1,151 

35,759 
123.778 
80,208 

1,477 
624 

1,693 
18,236 
1,489 
5,230 

480 
39,906 

321,535 

2.50% $ 
2.50% $ 
8.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 
6.25% $ 

$ 

239 
49 
96 

1,192 
5,570 
8,021 

295 
125 
68 

1,824 
149 
523 
48 

2,494 
20,692 



EPCOR - Mohave Water District 
Docket No. WSO1303A-I 4-001 0 
Test Year Ended: June 30.2013 

PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

DEPRECIATION 

(Col C x Col D) 
DEPRECIATION EXPENSE 

RATE 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

307000 
307000 
333000 
331300 
334100 
320200 
331200 
331200 
331200 
31 1200 
331001 
331200 
3461 90 
3461 90 
331200 
343000 
341400 
331001 
343000 
31 1200 
339600 
346100 
31 1200 
343000 
346100 
311200 
320100 
311200 
304600 
343000 
343000 
320100 
31 1200 
31 1200 
343000 
331200 
31 1200 
31 1200 
331200 
334100 
331200 
334100.0 
333000.0 
333000 
331001 
331001 
311200 
331200 
3341 00 
3341 00 
333000 
333000 
31 1200 

Laredo Vista Well #2 
BHC Well 16-4 
Services replaced 
Bullhead City water - Old BHC Scheduled Main 
Meters replaced 
Camp Mohave Manganese 
Pegasus Ranch Interconnect 
Mains Scheduled replacelrelocate AZ 
Mohave water - Goldrush Main Relocate Planned 
Plant Facilities 8 Equip AZ 
Valves replaced 
Mohave water - Goldrush Main Relocate Planned 
Upgrade Bullhead SCADA 
Upgrade Bullhead SCADA 
Main Breaks 
Purchase Two Trimble Handhelds 
Mohave water - Vehicles 
Valves new 
Purchase Two Additional Toughbooks 
Replace Pump and Motor at Camp Mohave Well 
Water water - GIS Map Books 
Security 
Mohave Water - A2 Gateway Booster Station 
Purchase Toughbook 
Security 
Mohave Water - Deselt Glen Booster Station 
Replace Flow Cell on Chlorine Analyzer at Well 16-2 
Replace Pump at Pegasus Ranch Booster 
Office & Ops Center 
Tools 8 Equip 
Bullhead City water - Tools 8 Equip 
Mohave water - Camp Mohave 
Bullhead City water - Backup Pump at 24-1 
Mohave water - Well 24-1 
Purchase Loop Calibrator for SCADA 
Bullhead City water - Valves New 
Mohave water - Big Bend Acres Well 
Miscellaneous 
Mohave water - 1 2  Canyon rd Scheduled Mains 
Bullhead City water - Meters Replace 
Main Breaks 
Meters replaced 
Services replaced 
Services replaced 
Valves new 
Valves replaced 
Plant Facilities 8 Equip AZ 
RPB Main Breaks- LMH 
RPB Meters replaced- Camp Mohave 
RPB Meters replaced- DFE 
RPB Services replaced- Camp Mohave 
RPB Services replaced- LMH 
Misc - PFE Rep1 Prod Meter-LR 

311200 Misc - RPNB TE Red Metal Locator 
56 Total Post Test Year Plant 

- $  
- $  
- $  

490,587 $ 
- $  

360,547 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

490,587 

360,547 

2.50% $ 
2.50% $ 
2.50% $ 
1.43% $ 
8.33% $ 
10.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
4.00% $ 
2.00% $ 
1.43% $ 
10.00% $ 
10.00% $ 
1.43% $ 
4.00% $ 
16.67% $ 
2.00% $ 
4.00% $ 
4.00% $ 
3.33% $ 
10.00% $ 
4.00% $ 
4.00% $ 
10.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 
2.50% $ 
4.00% $ 
4.00% $ 
5.00% $ 
4.00% $ 

4.00% $ 
1.43% $ 
4.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
1.43% $ 
8.33% $ 
2.50% $ 
2.50% $ 
2.00% $ 
2.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
8.33% $ 
2.50% $ 
2.50% $ 
4.00% $ 

4.00% $ 

7,008 

36,055 

$ - $  - $  4.00% $ 
$ 851,134 $ - $  851,134 $ 43,063 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. 

RUCO Schedule 26 
Witness: Michlik 

Page 3 of 3 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 
SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

DESCRIPTION Per RUCO PLANT (COl A - COl B) RATE (Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

340300 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Ofice 
Office 8 Ops Center - Central Div 
Plant Facilities & Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - A2 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 

35 Total Post Test Year Corporate Plant 
36 
37 Total 
38 
39 Composite Depreciation Rate: 
40 
41 Amortization of CIAC: 
42 
43 
44 Less Amortization of CIAC: 
45 
46 
47 
48 
49 
50 

Contributions in Aid of Construction (“CIAC): 

Depreciation Expense before Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

20.00% $ 
20.00% $ 
20.00% $ 
2.50% $ 

10.00% $ 
20.00% $ 
2.50% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
8.33% $ 
2.50% $ 
2.50% $ 
1.43% $ 
4.00% $ 
4.00% $ 

16.67% $ 
8.33% $ 
1.43% $ 
8.33% $ 
2.50% $ 
4.00% $ 
4.00% $ 
1.43% $ 
8.33% $ 
1.43% $ 

20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 173+175+180+182) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]: Column [A] -Column [B] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$ - $  - $  20.00% $ 
$ $ $ 

$ 40,609,876 $ 1,036,319 $ 39,573,557 $ 1,096,188 

2.78% 
$ 570,329 
$ 15,855 

$ 1,096,188 
$ 15,855 
$ 1,062,333 

$ 1,306,273 

$ (223,940) 

$823,406 
$441,708 

$ (22,070) 

$ (164,681) 
(88,342) 

$ (253,023) 

$ (2,795) 

$ (501,828) 

$ 1,331,139 

$ 829,311 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 27 
Witness: Michlik 

RUCO 
Property Tax Calculation AS ADJUSTED 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

17 RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
18 Company Proposed Property Tax 
19 

$ 162,217 
163,376 

pq 
RECOMMENDED 

$ 6,455,475 
2 

$ 12,910,950 
$ 6,725,901 

19,636,851 
3 

$ 6,545,617 
2 

$ 13,091,234 
90,135 

$ 
$ 13,181,369 

18.1% 
$ 2,383,587 

6.9000% 
$ 

20 RUCO Test Year Adjustment (Line 16-Line 17) $ (1,159) 
$ 164,467 21 

22 RUCO Test Year Adjusted Property Tax Expense (Line 16) $ 162,217 
23 Increase in Property Tax Expense Due to Increase in Revenue Requirement $ 2,249 
24 
25 Increase to Property Tax Expense $ 2,249 
26 Increase in Revenue Requirement 270,426 
27 0.831 81 4% 

Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 

Increase to Property Tax per Dollar Increase in Revenue (LinelSlLine 20) 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
NO. DESCRIPTION 
1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
1 1  Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Operating Expenses Excluding Income Taxes 

RUCO Schedule 28 
Witness: Michlik 

Test Year 
$ 6,455,475 
$ 5,383,712 
$ 407,465 
$ 664,298 

6.0000% 
$ 39,858 
$ 624,440 
$ 7,500 
$ 6,250 

8,500 $ 
$ 91,650 
$ 98,410 
$ 212,310 
$ 252,168 

$ 16,169,248 
2.52% 

$ 407.465 

27 
28 
29 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

Income Tax - Per RUCO $ 252,168 
Income Tax - Per Company $ (1 14,941) 

RUCO Adjustment $ 367,109 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 

TABLE OF CONTENTS TO DIRECT SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - REVERSE TANK MAINTENANCE EXPENSE 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 

OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

REVENUE REQUIREMENT 

DESCRl PTl ON 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FAIR 
VALUE 

$ 39,380,442 

$ 2,193,723 

5.57% 

6.87% 

$ 2,705,436 

$ 511,714 

1.6442 

$ 841,337 

$ 9,648,251 

$ 10,489,588 

8.72% 

RUCO Schedule 1 
Witness: Michlik 

PI 
RUCO 
FAIR 

VALUE 

$ 35,496,554 

$ 2,547,424 

7.18% 

6.09% 

$ 2,161,740 

$ (385,684) 

1.6350 

I S  (630,585)l 

$ 9,797,436 

$ 9,166,851 

-6.44% 

References: 
Column (A): Company Schedule A-I 
Column (B): RUCO Schedules 3 and 16 



EPCOR - Paradise Valley Water District 

Docket No. WSO1303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Schedule2 
Witness: Michllk 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

[AI 
DESCRIPTION 

PI 

Calculation of Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
5 Subtotal (L3 - L4) 
6 Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecttible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 23) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 * L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 55) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooertv Tax Factor 
18 Unity 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (L18-Ll9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - L25) 

27 Income Taxes on Recommended Revenue (Col. [E], L52) 
28 Income Taxes on Test Year Revenue (Col. [B], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate (Line 10) 
32 Uncolllectible Expense on Recommended Revenue (L30*L31) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to Increase in Revenue (L35-L36) 
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L56) 
42 Arizona Taxable Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42 - L44) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
48 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (L44 + L51) 

100.0000% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

1.1320% 
0.7023% 

38.6623% 

$ 2,161,740 
2,547,424 

$ (385,684) 

$ 775,369 
1,011,355 

(235,986) 

$ (630,585) 
0.2817% 

$ (1,776) 
$ 

(1,776) 

$ 326,204 
333,343 

(7,138) 
$ (630,585) 

Test 
Year 

$ 9,797,436 
$ 6,238,658 
$ 894,513 
$ 2,664,265 

$ 159,856 
$ 2,504,409 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91.650 

6.0000% 

$ 7371599 
$ 851,499 
$ 1,011,355 

RUCO 
Recommended 

$ (630,585) $ 9,166,851 
$ 6,229,743 
$ 894,513 
$ 2,042,595 

6.0 0 0 0 % 
$ 122,556 
$ 1,920,039 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 538,913 
$ 652,813 
$ 775,369 

53 Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B], L51] / [Col. [E], L45 - Col. [B], L45] 34.0000% 

Calculation of lnterest Svnchronization: 
54 RateBase 
55 Weighted Average Cost of Debt 
56 Synchronized Interest 

$ 35,496,554 
2.5200% 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

[AI P I  [CI 

AS RUCO AS 
COMPANY RUCO 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
17 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

$ 73,128,007 

ADJUSTMENTS 

$ (1,639,177) 

ADJUSTED 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

$ 71,488,830 
23,455,384 961,222 24,416,606 

$ 49,672,623 $ (2,600,400) $ 47,072,223 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

$ 18,123,892 $ 18,167,524 $ 43,632 

$ 43,632 
8,864,120 

$ 9,259,772 
8,864,120 

$ 9,303,404 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
FHSD Settlement 

$ 1,554,766 $ 1,554,766 

23,819 

212,749 
39,646 

23,819 

212,749 
39,646 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. 

532,932 532,932 
106,586 

$ 426,346 
106,586 

$ 426,346 

Deferred Debits $ 778,686 $ (778,686) 

(34,825) Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

(14,940) 
(0) 

19,885 
(0) 

$ 39.380.442 $ (3,883,888) $ 35,496,554 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column (C): Column (A) + Column (B) 
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EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Schedule 8 
Witness: Radigan 

COMPANY RUCO RUCO' 
PROPOSED ADJUSTMENTS RECOMMENDED 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 

335000 
331001 
343000 
341400 
320100 
339600 
346190 
320200 
343000 
31 1200 
31 1200 
31 1200 
31 1200 
335000 
331200 
334100 
333000 
331001 
3341 00 
304600 
343000 
331200 
31 1200 
346190 
3351 00 
331200 
334100 
333000 
343000 
331001 
335000 
31 1200 
31 1200 
31 1200 
311200 
31 1200 
31 1200 
331200 

PV water ~ Hydrants New 
PV water -Valves Replace 
PV water - Tools & Equip 
PV water - Transportation Equip 
PV - MRTF 
PV water - GIs Map Books 
PV water - SCADA 
PV water - Arsenic Removal Facility 
PV water - Concrete saw 
PV water - MRTF D.P. pump #2 
PV water - Well 11 
PV water-Las Brisas Booster Pump Replacement 
PV water - Well 128 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters upldownsize 
Office & Ops Center 
Tools & Equip 
Mains Scheduled replacelrelocate A2 
Plant Facilities & Equip AZ 
SCADA AZ 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools & Equip 
Valves replaced 
PV water - Hydrants New 
Plant Facilities & Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well # I 5  Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well # I 4  Pump 
Mains Scheduled replacelrelocate AZ 

Post Test Year Allocated CorDorate Plant: 
340300 ArcGlS Implementation CA 
340300 Water USA Win7 Office2012 - CA 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
346100 
346100 
341400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

ESRl Project (GIs) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 
EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
A2 IT Software (7A) 
AZ IT Software (6U) 
Office & Ops Center - Central Shared 
Tools & Equip -Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office & Ops Center - Central Div 
Plant Facilities & Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - A2 shared 
Security -Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades1 Enhancements - AZ 
Engineering CMMS - A2 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 

Total 

Accumulated Depreciation 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [AI +Column [Bl 

$ 1,279,112 $ 
1,265 

(54,000) 
(21,584) 
(6,958) 

(1 2,760) 
1,490 
(268) 

64,725 
(220) 

(1,288) 
2,710 
2,192 
2,394 

50.719 
10,277 
33.1 77 

157.530 
105.328 

591.754 
16.118 
31,046 

187,112 
229,393 

125.876 

73,894 
5,792 

15,698 
2,098 

23,198 
1,504 

26 

(5.170) 

(48) 

3 
496 

2,805 
10,077 
2,341 

499 

158 
(339) 
263 

(3) 
2 

132 
467 
564 
162 
206 

3,483 

- $  
(1,265) 
54,000 
21,584 

6,958 
12,760 
(1,490) 

268 
(64,725) 

220 
1,288 

(2,710) 
(2,192) 
(2,394) 

(50,719) 
(10,277) 
(33,177) 

(157.530) 
(105,328) 

(591.754) 
(16.118) 
(31.046) 

(187,112) 
(229.393) 

5,170 
(125.876) 

48 
(73.894) 
(5,792) 

(15.698) 
(2,098) 

(23,198) 
(1.504) 

(26) 

(3) 
(496) 

(2,805) 
(10.077) 
(2.341 ) 

(499) 

(158) 
339 

(263) 
3 

(2) 
(132) 
(467) 
(564) 
(162) 
(206) 

(3,483) 

1,279,112 

$ 2,933,450 $ (1,654,338) $ 1,279,112 

$ 23,455,384 $ (53,102) $ 23.402.282 



RUCO Schedule 10 EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT. 
FC0.m 

Direct Plant: 

1 304100 
2 340200 
3 340300 
4 341100 
5 341300 
6 346100 

7 

8 

DESCRIPTION 

[AI [E l  
TEST YEAR (“TY“) END POST TEST YEAR ( “ P N )  

OVERCOLLECTED OVERGOLLECTED 
DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT 

IC1 
TOTAL 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

...... 

Structures 8 Improvements Supply $ (52.549) $ (7,927) 
Computer 8 Periphal Equipment (55.618) (7,615) 
Computer Software (143,937) (18,702) 
Transportation Equip Light Duty Truks (20,414) 0 
Transportation Equipment Autos (13) 
Communication Equipment Non-Telephone (2,145) (89,159) 

Total Over-Depreciated Direct Plant $ (274.675) $ (123,403) 

District‘s Direct Plant Over-Coiiected Depreciation Expense to be Credited to Depreciation Expense .......... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [E] 
Column [D]: Column [C] x 20% 

$ (60,476) 
(83.233) 
(162,639) 
(20,414) 

(91,304) 

$ (398,078L 

(13) 

I$ (398,078)l 

Witness: Coley 

PI 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (12,095.18) 
(12,646.67) 
(32,527.77) 
(4,082.76) 

(2.53) 
(18,260.73) 

(79,616) 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

RUCO Schedule 11 
Witness: Coley 

Allocated CorDorate Plant: 

304620 Structures 8 Improvements Leasehold 
340300 Computer Software 
340330 Computer Software Other 

Trial Balance 
Acct. No. 
1568 Software Intangibles 
1569 Software Intangibles Amortization 

Software Intangibles Net of Amortization 

Total Corporate Over-Collected Depreciation Exp 

[AI 
TOTAL 

TY AZ-CORPORATE 
OVER-COLLECTED 

DEPRECIATION EXP. 

$ (24,958) 
(3,128,854) 
(52,912) 

[El 
TOTAL 

PTY AZ-CORPORATE 
OVER-COLLECTED 

DEPRECIATION EXP. 

$ (9.888) 
(721,389) 
(1 8,705) 

[Cl 

TOTAL 
OVER-COLLECTED 

AMORTIZATION EXP. 

5 (34.846) 
(3,850,243) 
(71 $1 8) 

[Dl [El 
TUBAC CREDIT 

ALLOCATION ANNUAL 
FACTOR DEPRE. EXP. 

y O . 0 2 9 9 2 0 1  20% 

5 (1.043) $ (209) 
(1 15,198) (23,040) 
(2,143) (429) 

21,439 
(571,918) 

$ (550,4781 

$ (3,757,203) 

U 

$ (749,982) 

District’s AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .... 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [GI: Column [A] +Column [B] 
Column [Dl: Column [Cl x District‘s Allocation Facto1 

21,439 
(571.918L 

5 (550,478). 

$ (4,507,185) 

641 
(1 7,112) 

$ (16,470) (3.294) 

5 (134,854) (26,971) 

Column [E]: Column [D] x 20% 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

RUCO Schedule 12 
Witness: Coley 

I LINE I ACCT I I COMPANY I RUCO I RUCO' I I NO. I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 
1 CIAC $ 9,259,772 $ 43,632 9,303,404 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-140010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 

RUCO Schedule 13 
Witness: Coley 

RUCO’ 
RECOMMENDED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

[AI [B] [C] 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance $ 19,885 $ (34.825) (1 4,940) 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal &Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General O f k e  Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Property Taxes 
Taxes - Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

’ Amounts may not reflect other adjustments. 

Proforma 
Test Year 
Amount 

[El 

1,205,431 
151,278 

1,308,078 
60.878 
15,320 

860 
196,101 
233,418 
321,965 

3,881 

138,643 
190,324 
30,456 

132.498 
91,440 

327,031 

326,204 
85,375 
35,401 

1,011,355 

894.513 

6,760,451 

Revenue Expense Net 
Lag (Lead) Lag (Lead) Lag (Lead) 

Days Days Days Col. C - Col. D 

IC1 [Dl El 

41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 
41.13 

30.63 
43.67 
49.43 
16.00 
60.86 
30.42 
30.42 
51.27 
(10.72) 
67.98 
(33.29) 
54.92 
49.83 
31 64 
34.30 
30.35 
50.45 

10.49 
(2.55) 
(8.30) 
25.13 
(19.74) 
10.71 
10.71 

(10.15) 
51.84 
(26.86) 
74.42 

(13.79) 
(8.71) 
9.49 
6.82 

10.78 
(9.32) 

41.13 213.25 (1 72.13) 
41.13 26.40 14.72 
41.13 (129.47) 170.59 
41.13 41.75 (0.63) 

41.13 91.25 (50.13) 

Cash Workinq Capital Reauirement 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

Cash 
Working 

Lead/Lag Capital 
Factor Required 

Col. E1365 Col. B * Col. F 

[Fl 

0.03 
(0.01) 
(0.02) 
0.07 

(0.05) 
0.03 
0.03 
(0.03) 
0.14 
(0.07) 
0.20 
(0.04) 
(0.02) 
0.03 
0.02 
0.03 

(0.03) 

(0.47) 
0.04 
0.47 

(0.00) 

(0.14) 

[GI 

34,650 
(1,055) 

(29,756) 
4,191 
(828) 

25 
5,751 
(6.489) 
45,729 

(286) 

(5,239) 

792 
2,476 
2,700 
(8,351) 

(4,541) 

(153.830) 
3,444 

16,546 
(1,732) 

(1 22,842) 

(218,647) 

(183.822) 

(34,825) 



EPCOR - Paradise Valley Water Distrld 
Dockel No. WS-01303A-iCOOlO 
TestYear Ended June 30,2013 

LINE 

RUCO Schedule 15 
w,tm**: c01ey 

ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION 

' Amounts may not reflect othw sdiustments 

REFERENCES 
Column [A]: Company Filing 
Column [E]: Testimony TJC 
Column [Cl: Column [A] + Column [E] 

PROPOSED ADJUSTMENTS RECOMMENDED 
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EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Schedule 18 
Witness: Michlik 

RUCO 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

Purchased Water $ - $  - $  

Fuel and Power $ 1,329,578 $ 12,230 $ 1,341,808 

Chemicals $ 58,805 $ 597 $ 59,402 

$ 197,288 $ (832) $ 196,456 Customer Accounting 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

3 Purchased Water $ - $  13,196 $ 13,196 
4 
5 Fuel and Power $ 1,329,578 $ 7,501 $ 1,337,079 
6 
7 Chemicals 
8 

‘ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 58.805 $ 1.476 $ 60.281 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 -ADD CAP CHARGES TO BASE RATES 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI PI [CI 
I LINE I I COMPANY I RUCO I RUCO I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Fuel&Power $ 546,720 $ (41,231) $ 505,489 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (128) 

$ (13) 

$ (41,231) 
$ (53,302) 

$ (22) 
$ (94,695) 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY 
NO. DESCRIPTION PROPOSED 

RUCO Schedule 22 
Witness: Michlik 

RUCO RUCO 
ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

$ - $  - $  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column IC]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 23 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

[A] [B] [C] 
LINE COMPANY RUCO RUCO' 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Corporate Allocation $ 314,349 $ (118,248) $ 196,101 
2 
3 
4 Shot--Term Incentive Plan (STIP) $ (82,996) 
5 Mid-Term Incentive Plan (MTIP) (29,911) 
6 IT Affiliated Charaes ExDenses -Account 5628 (788) 

RUCOs Summary of Corporate Allocation Disallowances 

7 Advertising, Proiotions'and Donations 
8 Total 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

(4,553) 
$ (1 18,248) 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 24 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 7 - ADJUST RATE CASE EXPENSE 

1 NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED I 
1 Rate Case Expense $ 66,802 $ (26,922) $ 39,880 

Company 

Percentage 

Mohave Water District 27% $ 178,318 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

25% $ 161,530 
40% $ 262,102 

3% $ 17,890 

RUCO 
Recommended Rate 

Case Expense 
$ 89,159 
$ 80,765 
$ 131,051 
$ 8,945 

Normalized 
over 3 Years 

$ 29,720 
$ 26,922 
$ 43,684 
$ 2,982 

Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 25 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 8 - REVERSE TANK MAINTENANCE EXPENSE 

I LINE I I COMPANY I RUCO I RUCO’ I 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 26 
Witness: Michlik 

Page I of 3 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 

NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) RATE (Col C x Col D) 
ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

301 000 
303500 
304100 
304200 
304300 
304400 
304500 
304600 
304620 
304700 
304800 
307000 
309000 
310000 
310100 
31 1200 
31 1300 
311530 
320100 
320200 
330000 
331001 
331 100 
331200 
331 300 
331 400 
332000 
333000 
3341 00 
334200 
335000 
339600 
340100 
340200 
340300 
340330 
340500 
341 100 
341300 
341400 
342000 
343000 
344000 
345000 
3461 00 
3461 90 
346300 

Organization 
Land 8 Land Rights TBD 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Leasehold 
Structures 8 Improvements Store,Shop,Gge 
Structures 8 Improvements Miscellaneous 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Power Generation Equip Other 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Water Treatment 
Water Treatment Equipment Non-Media 
Water Treatment Equipment Filter Media 
Distribution Reservoirs 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Fire Mains 
Services 
Meters 
Meter Installations 
Hydrants 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Computer Software Other 
Other Oftice Equipment 
Transportation Equip Light Duty Truks 
Transportation Equipment Autos 
Transportation Equipment Other 
Stores Equipment 
Tools.Shop,Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Other 

49 Total Plant 
50 
51 Corporate Plant Allocation 
52 304500 Structures 8 Improvements General 
53 304620 Structures 8 Improvements Leasehold 
54 334100 Meters 
55 339600 Other PIE-CPS 
56 340100 Office Furniture 8 Equipment 
57 340200 Computer 8 Periphal Equipment 
58 340300 Computer Software 
59 340300 Computer Software Other 
60 344000 Laboratory Equipment 
61 346100 Communication Equipment Non-Telephone 
62 346190 Remote Control 8 Instrument 
63 346200 Communication Equipment Telephone 
64 346300 Communication Equipment Other 
65 347000 Miscellaneous Equipment 
66 Total Corporate Plant Allocation 

1,831 
8,324 

158,547 
3,581 

20,737,611 
23,764 
26,113 

0 
4,629 

2,639,547 
373,503 
230,827 
554,631 

3,765,569 
190 

358,319 
10,641,712 

638.1 37 
2,400,280 
3,734,244 

364,519 
5,945,853 
9,380,895 

547,004 
14,058 

3,431,903 
1,206,522 

177,916 
1,316,243 

179,033 
61,561 
38,077 
37,405 

321 
(0) 
(0) 

201,813 
1,943 

321,404 
17,620 
32,228 

456,755 
18,279 

1,831 $ 
8,324 $ 

158.547 $ 
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

38,077 $ 
37,405 $ 

- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

456,755 $ 
- $  

3,581 
20,737,611 

23,764 
26,113 

0 
4,629 

2,639,547 
373,503 
230,827 
554,631 

3,765,569 
190 

358,319 
10,641,712 

638,137 
2,400,280 
3,734,244 

364,519 
5,945,853 
9,380,895 

547,004 
14,058 

3,431,903 
1,206,522 

177,916 
1,316,243 

179,033 
61,561 

321 
(0) 
(0) 

201,813 
1,943 

321,404 
17,620 
32,228 

18,279 

0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
3.33% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
1.54% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 

2.50% $ 
8.33% $ 
2.50% $ 
2.00% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
6.67% $ 

20.00% $ 
16.67% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 

1.43% $ 

72 
414,752 

475 
653 

0 
116 

65,989 
6,225 
7,694 

18,488 
150,623 

8 
14,333 

532,086 
63,814 
36,927 
74,685 
5,207 

84,941 
134,013 

7,814 
201 

85,798 
100,544 

4,448 
26,325 
5,968 
2,770 

21 
(0) 
(0) 

33,635 
78 

12,856 
705 

1.61 1 

1,828 
$ 58,841 $ - $  58,841 10.00% $ 5,884 
$ 70,111,553 $ 700,938 $ 69,410,615 $ 1,901,585 

2,917 
595 
35 1 

10,917 
37,790 
24,488 

451 
191 
51 7 

5,567 
455 

1,597 
147 

12,183 
98,165 

2,917 
595 
351 

10,917 
37,790 
24,488 

451 
191 
51 7 

5,567 
455 

1,597 
147 

12,183 
98,165 

2.50% $ 
2.50% $ 
8.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 

$ 
6.25% $ 

73 
15 
29 

364 
1,701 
2,449 

90 
38 
21 

557 
45 

160 
15 

761 
6,317 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

DEPRECIABLE 

(Col A - Col 6) 
PLANT DEPRECIATION 

RATE 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

DEPRECIATION 
EXPENSE 

(Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

I I  I PLANT In 
SERVICE 
Per RUCO 

NonDepreciable 
or Fully Depreciated 

PLANT 
LINE 
NO. 

68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 

ACCT 
NO. DESCRIPTION 

304200 
335000 
331001 
343000 
341400 
320100 
339600 
346190 
320200 
343000 
31 1200 
31 1200 
311200 
311200 
335000 
331200 
334100 
333000 
331001 
334100 
304600 
343000 
331200 
31 1200 
346190 
335100 
331 200 
334100 
333000 
343000 
331001 
335000 
311200 
311200 
31 1200 
311200 
31 1200 
31 1200 
331200 

Countly Club BPS 
PV water - Hydrants New 
PV water - Valves Replace 
PV water - Tools 8 Equip 
PV water - Transportation Equip 

PV water - GIS Map Books 
PV water - SCADA 
PV water - Arsenic Removal Facility 
PV water - Concrete saw 
PV water - MRTF D.P. pump #2 
PV water - Well 11 
PV water-Las Brisas Booster Pump Replacement 
PV water- Well 128 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Valves replaced 
Meters upldownsize 
Office 8 Ops Center 
Tools 8 Equip 
Mains Scheduled replacelrelocate AZ 
Plant Facilities 8 Equip A2 
SCADA AZ 
Hydrants replaced 
Main Breaks 
Meters replaced 
Services replaced 
Tools 8 Equip 
Valves replaced 
PV water - Hydrants New 
Plant Facilities 8 Equip AZ 
PFE Las Brisas Electrical Meter 
PFE Well #15 Pump 
PFE PV Automated External Defibrillator 
RPNB PFE DP #3 VFD 
RPNB PFE Well # I4  Pump 
Mains Scheduled replacelrelocate AZ 

PV - MRTF 

107 Total Post Test Year Plant 

$ 1,279,112 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 4.00% $ 

$ - $  - $  1.43% $ 
$ 1,279,112 $ - $ 1,279,112 $ 25,582 

2.00% $ 
2.00% $ 
2.00% $ 
4.00% $ 

16.67% $ 
5.00% $ 
3.33% $ 

10.00% $ 
10.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
2.00% $ 
1.43% $ 
8.33% $ 
2.50% $ 
2.00% $ 
8.33% $ 
2.50% $ 
4.00% $ 
1.43% $ 
4.00% $ 

10.00% $ 
2.00% $ 
1.43% $ 
8.33% $ 
2.50% $ 
4.00% $ 
2.00% $ 
2.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 

25,582 



EPCOR - Paradise Valley Water District 
Docket No. WS-OI 303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 26 
Witness: Michlik 

Page 3 of 3 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 
ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 
NO. DESCRIPTION Per RUCO PLANT (Col A - COI B) RATE (Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

340300 
340300 
340300 
340300 
340300 
340300 
340300 
304620 
340200 
340300 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341 400 
3461 00 
346100 
341400 
340300 
340300 
340330 
340300 
340200 
340200 
340200 

Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
EMS Webviewer-ArcGIS 
GIS Data Model Conversion 
Project GPS Sohare 
AZ Corp - Phx Office Improvements 
A2 IT Hardware 
AZ IT Software (7A) 
AZ IT Software (6U) 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
Security - Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - A2 
Laptops - AZ 
Monitors - AZ 

Total 

$ - $  - $  20.00% $ 
- $  - $  20.00% $ 

20.00% $ 
$ 

- $  - $  
20.00% $ 

$ 
$ - $  - $  
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 

- $  - $  2.50% $ 
10.00% $ 

$ 
$ - $  - $  
$ - $  - $  20.00% $ 

- $  - $  20.00% $ 
2.50% $ 

$ 
$ - $  - $  
$ - $  - $  4.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  2.50% $ 

- $  - $  4.00% $ 
10.00% $ 

$ 
$ - $  - $  
$ - $  - $  10.00% $ 

- $  - $  10.00% $ 
10.00% $ 

$ 
$ - $  - $  

- $  - $  10.00% $ 
10.00% $ 

$ 
$ - $  - $  

- $  - $  16.67% $ 
2.50% $ 

$ 
$ - $  - $  

- $  - $  4.00% $ 
10.00% $ 

$ 
$ - $  - $  
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 

- $  - $  16.67% $ 
16.67% $ 

$ 
$ - $  - $  
$ - $  - $  $ 

$ 71,488,830 $ 700,938 $ 70,787,891 $ 1,933,484 

Composite Depreciation Rate: 
Contributions in Aid of Construction (“CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Remove Amortization of Regulatory Asset 

Total RUCO Adjustments (lines 157+159+164+166) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]: Column [A] -Column [B] 
Column [D]: StaWs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$398,078 
$134,854 

2.73% 
$ 18,167,524 
$ 495,973 

$ 1,933,484 
$ 495,973 
$ 1,4373 1 

$ 1,591,426 

$ (153,915) 

$ (1 1,973) 

$ (79,616) 
$ (26,971) 
$ (1 06,586) 

$ (5,256) 

$ (277,730) 

$ 1,608,655 

$ 1,330,925 



EPCOR - Paradise Valley Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

NO. 

RUCO Schedule 27 
Witness: Michlik 

Property Tax Calculation AS ADJUSTED RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 9,797,436 
2 

19,594,872 
9,797,436 

29,392,308 
3 

9,797,436 
2 

19,594,872 
36,119 

19,630,991 
18.1% 

3,549,872 
9.3903% 

$ 9,797,436 
2 

$ 19,594,872 
$ 9,166,851 

28,761,724 
3 

$ 9,587,241 
2 

$ 19,174,482 
36,119 

$ 
$ 19,210,601 

18.1% 
$ 3,473,853 

9.3903% 
$ 

$ 333,343 
335,846 

$ (2,503) 
$ 326,204 

$ (7,138) 

$ (7,138) 
(630,585) 

1 .I 32028% 

$ 333,343 



EPCOR - Paradise Valley Water District 
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Test Year Ended: June 30,2013 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

DESCRIPTION 

Calculation of Income Tax: 
Revenue (RUCO Schedule 1) 
Operating Expenses Excluding Income Taxes 
Synchronized Interest 
Arizona Taxable Income 
Arizona State Income Tax Rate 
Arizona Income Tax 
Federal Taxable Income 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $1 00,000) @ 34% 
Federal Tax on Fourth Income Bracket ($1 00,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax 

Calculation of Interest Synchronization: 
Rate Base (RUCO Schedule 4) 
Weighted Average Cost of Debt 
Synchronized Interest 

RUCO Schedule 28 
Witness: Michlik 

Test Year 
$ 9,797,436 
$ 6,238,658 
$ 89431 3 
$ 2,664,265 

6.0000% 
$ 159,856 
$ 2,504,409 
$ 7,500 
$ 6,250 

8,500 $ 
$ 91,650 
$ 737,599 
$ 851,499 
$ 1,011,355 

$ 35,496,554 
2.52% 

$ 89431 3 

Income Tax - Per RUCO $ 1,011,355 
Income Tax - Per Company $ 735,635 

RUCO Adjustment $ 275,720 
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TABLE OF CONTENTS TO DIRECT SCHEDULES 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCOJ 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - NOT USED 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 

OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 

OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 



EPCOR - Sun City Water Distlrict 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

REVENUE REQUIREMENT 

RUCO Schedule I 
Witness: Michlik 

LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) $ 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

$ 

$ 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) $ 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

26,409,285 

843,696 

3.19% 

6.87% 

1,814,318 

970,622 

1.6550 

1,606,392 

10,265,553 

11,871,945 

15.65% 

[BI 
RUCO 
FA1 R 

VALUE 

$ 22,743,995 

$ 1,387,245 

6.10% 

6.09% 

$ 1,385,109 

$ (2,135) 

1.6457 

I$ (3,51 4)1 

$ 10,498,798 

$ 10,495,284 

-0.03% 

References: 
Column [A]: Company Schedule A-I 
Column [B]: RUCO Schedules 3 and 16 



EPCOR - Sun City Water District 
Docket No. WSO1303A-14-0010 
lest Year Ended: June 30,2013 

RUCO Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
NO. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

[AI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
Revenue 
Uncollecible Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Conversion Factor ( L l  I L5) 

Calculation of Uncollecttible Factor: 
Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 * L10 ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (LIZ - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective ProDerfv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate (L17) 
One Minus Combined Income Tax Rate (L18-Ll9) 
Property Tax Factor 
Effective Property Tax Factor (LZO'L21) 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

Required Operating Income 
AdiustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

Income Taxes on Recommended Revenue (Col. [E], L52) 
Income Taxes on Test Year Revenue (Col. [B], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

Recommended Revenue Requirement 
Uncollectible Rate (Line 10) 
Uncolllectible Expense on Recommended Revenue (L30aL31) 
Adiusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

100.0000% 
0.4206% 

99.5794% 
38.8141% 
60.7653% 
1.645677 

100.0000% 
37.9600% 
62.0400% 
0.6780% 
0.4206% 

100.0000% 
6.0000% 

94.0000% 
34.0000% 
31.9600% 

37.9600% 

100.0000% 
37.9600% 
62.0400% 

1.3767% 
0.8541% 

38.8141% 

$ 1,385,109 
1,387,245 

$ (2,135) 

$ 496,809 
498,115 

(1,307) 

$ (3,514) 
0.6780% 

$ (24) 
$ 

(24) 

Property Tax with Recommended Revenue $ 433,941 
Property Tax on Test Year Revenue 433,989 
Increase in Property Tax Due to Increase in Revenue (L35-L36) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

(48) 
$ (3,514) 

Calculation of Income Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335.001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

Test 
Year 

$ 10,498,798 
$ 8,613,438 
$ 573,149 
$ 1,312,212 

6.0000% 
$ 78,733 
$ 1,233,479 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 305,483 
$ 419,383 
$ 498,115 

RUCO 
Recommended 

(3,514) $ 10,495,284 
$ 8,613,366 
$ 573,149 
$ 1,308,770 

6.0000% 
$ 78,526 
$ 1,230,243 
$ 7,500 
$ 6,250 
$ 8,500 
$ 91,650 
$ 304,383 
$ 418,283 
$ 496,809 

Applicable Federal Income Tax Rate [Col. [El, L51 - Col. [E], L511 I [Col. [El, L45 - Col. [B], L451 34.0000% 

Calculation of Interest Svnchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 22,743,995 
2.5200% 

$ 573,149 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

[AI 
COMPANY 

AS w 

PI 

RUCO 
ADJUSTMENTS 

[CI 
RUCO 

AS 
ADJUSTED 

LINE 
NO. 

1 
2 
3 

4 
5 
6 

7 

a 
9 
10 
11 

12 
13 
14 

15 

16 
17 

18 

Plant in Sem’ce 
Less: Accumulated Depreciation 
Net Plant in Service 

$ (1,941,674) $ 74,069,566 $ 76,011,241 

$ 49,730,342 
26,280,898 (2,117,287) 24,163,611 

$ 175,612 $ 49,905,955 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

$ 17,500,750 $ 845,933 
1,375,475 

$ 16,125,275 
1,375,475 

$ I 6,971,208 $ 845,933 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 
FHSD Settlement 

$ 6,374,283 

4,903 

1,014,247 
90,329 

4,903 

1,014,247 
90,329 

Regulatory Liability - Over-Collected Depreciation Expense 
Regulatory Liability - Over-Collected Depreciation Expense 

Net Regulatory Liability - Over-Collection Depre. Exp. 

ADD: 

3,415,899 
683,180 

$ 2,732,719 

3,415,899 
683,180 

$ 2,732.71 9 

Deferred Debits 225.112 (225,112) 

(37,140) 

(0) 

(1 1 
25,731 

$ 22,743,995 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base $ (3,665,290) 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 



m 

m 

m 

m 

m 

m 

69 

'9 

I ,  

m 

I ,  

'9 

, ,  
I , ,  , , , , , , 

, I I I , ,  , , , 

, , , , , , , , 

I I I I , ,  , , 







ftf Id1 



b9 

b9 

0 

b9 I AI 

I . .  . , , , # # 

. . , , , , . . . 

. . , , , , , , . 



H- a 



I lm 

Hm 



EPCOR - Sun C i h  Water District 
Docket No. WS-Ol303A-l4-0010 
Test Year Ended: June 30.2013 

RUCO Schedule 9 
Witness: Radigan 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 12 

13 
14 
15 
16 
17 
18 19 

22 23 

20 
21 

24 
25 
26 
28 27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 43 

44 45 

47 48 
46 

49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 78 

79 
80 
81 
82 
83 
84 
85 
86 
87 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

[AI PI [CI 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Post Test Year Plant: 

307000 Replaced Well 8.3 $ - $  - $  
311200 
311200 
311200 
311200 
311200 
311200 
31 1200 
31 1200 
311200 
311200 
311200 
311200 
311200 
311200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
331001 
331001 
331001 
331200 
331200 
331200 
331200 
333000 
333000 
334100 
334100 
334100 
335000 
335000 
339600 
341400 
343000 
346190 
346190 
346190 
346190 

sc water- Well 2.1 
SC water - Well 6.4 
SC water - Repair SC plant 5 BPI 
SC water - Replace valves at WP5 BP8 
SC water - Well 8.2 
SC water - Well 6.2 
AF water - Well 2.4 
Repair Thefl Damage and Rewind Motor at Well 5.4 
Plant Facilities 8 Equip AZ 
PFE Replace SC # 1 Plant production meter 
PFE Replace SC WP 2 suction 8 discharge gate valve 
PFE SC w Plant 2 Booster #1 
PFE Replace Well Pump and Motor 
PFE Replace Well Pump and Motor 
SC water - WP 5 
SC water - VFDs at WP 5 
SC water - WP 6 
SC water - TDR WP 9 
SC water- Replace Block Heater on Generator 
sc water - WP 1 
Replace 12" Gate and Check Valves at Well 5.5 
Replace 8' Check Valve an Booster 1 at WP 8 
Emergency Repair and Replacements 
Valves replaced 
Valves replaced 
PFE SC Well 9.2 Repair Cla-Valve 
Main Breaks 
Mains Scheduled replacelrelocate AZ 
Main Breaks 
PFE Replace Well Pump and Motor 
Services replaced 
Services replaced 
Meters replaced 
Meters upldownsize 
Meters replaced 
Hydrants replaced 
Hydrants replaced 
SC water- GIS Map Bwks 
SC water - Transportation Equip 
Toois 8 Equipment - SC w 
SC water - SCADA 
SC water - Telemetry and Control Proj at WP 5 
SC water - WP6 Scada upgrade 
SCADA - SC w 

Post Test Year Allocated 7A Corporate Plant 
340300 EMS Webviewer-ArcGIS 
340300 GIs Data Model Conversion 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
A2 IT Software 
Office 8 Ops Center- Central Shared 
Tools &Equip ~ Central Shared 
Video Conferencing Solution 
Laptops 

Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Piant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security- Central Div 
Security- Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management- AZ 
Network Redundancv - A2 
Laptops - AZ 
Monitors - A2 

Servers 

-Test Year Allocated 6U Corpor.=tePlant 
340300 ArcGlS Imp ementation CA 
340300 
340300 ESRl Pm BCI (GISJ 
340300 
340300 SAMSWater 8 Waste 
340300 AZ T Sofrwaie - 

Water USA W n7 Office2012 - CA 

Water LSA W.07 Olfice2012. US 

(30.608) 
(2.879) 

(1.476) 
(7,873) 
(1 ,WE) 

(289) 

169,376 

16.208 
22,553 
4,400 

98,931 
10.622 
97,539 
(3,138) 
(3,998) 
(2.192) 

(11) 
(1.232) 

82,488 
64,035 
2,334 

146,007 
35.897 

152,351 
79.438 
84,971 

107,112 
552,482 

348,836 
76,615 
27.768 
5.536 

(3.825) 

(38,063) 
(235) 
(35) 

2,380 

752 
(1,615) 
1,255 

630 
2.228 
2,688 

773 
981 

(13) 

16,606 

17 
2,362 

13,372 
48,040 
11.160 

30.608 
2.879 

289 
1,476 
7.873 
1,608 

(169,376) 

(16,208) 
(22,553) 
(4.400) 

(98,931) 
(10.622) 
(97,539) 

3,138 
3,998 
2,192 

11 
1,232 

(82,488) 
(64,035) 
(2,334) 

(146,007) 
(35,897) 

(1 52,351 ) 
(79.438) 
(84,971) 

(107,112) 
(552,482) 

(348,836) 
(76,615) 
(27,768) 
(5,536) 
3.825 

38,063 
235 
35 

(1 6,606) 

(17) 
(2.362) 

(1 3,372) 
(48,040) 
(11,160) 

9 (9) 

Total 

Accumulated Depreciation 

' Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column [B] Testimony FR 
Column [C]. Column [A] t Column [B] 

- 
2,189,664 $ 12,189,664) $ $ 

$ 26,280,896 $ (60.875) $ 26,220,023 



EPCOR. Sun Cily Water Diatrict 
Docket No. WS-01303A-l4-0010 
Test Year Ended: June 30,2013 

LINE ACCT. 
NO. NO. _ _  

Dlrect Plant: 

1 332000 
2 340300 

341100 
341200 
346100 

3 

4 

DESCRIPTION 

Fire Mains 
Computer Software 
Transpallation Equip Light Duly TNks 
Transportation Equip Heavy Duty T N ~  
Communication Equipment Non-Telephone 

Total Over-Depreciated Direct Plant 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

..... 

[AI 
TEST YEAR ("TY") END 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

PI 
POST TEST YEAR ("PTY") 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

IC1 
TOTAL 

OVER-COLLECTED 
DEPRECIATION 

AMOUNT 

D (11) 

(2.044.836) 
(9,398) 

(10,701) 

(234,308) 

$ (0) 
(21.701) 
(390.496) 
(16.487) 
(45,066) 

$ (2,299,2551 $ (473,7511 

$ (11) 
(32,402) 

(2,435,333) 
(25.886) 
(279,374) 

$ (2,773.006) 

Dishids Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense I$ (2,773,006)i 

REFERENCES' 
Column [A]: Testimony TJC 
Column [B ]  Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column [D]: Column [C] x 20% 

RUCO Schedule i o  
wltne**: Cd*Y 

[Dl 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (2) 
(6,480) 

(487,067) 
(5,177) 
(55.875) 

$ (554.601L 



EPCOR - Sun C q  Water Dlatricl 
Dockel No. WS-01303&14-0010 
Ted Year E M  Juno 30,2013 

RATE BASE ADJUSTMENT NO 7 .  REGULATORY LIABILITY . AZ-CORPORATE PLANT OVER-COLLECTED DEPRECUTION EXPENSE 

RUCO SChd"* 11 
wnws: COIW 

Allocated Conmmte Plant: 

I 304620 st~lctures a Improvements Leasehold 
2 340300 CompaerSoftware 
3 340330 Computer Software Other 

Trial Balanc. 

4 1568 Software lntamibles 
5 1569 Software Intamibles AmorlkatDn 

6 

7 

Software Iergibles Net of Amortization 

Total Corporale Over-Collected Deprecialbn Exp. 

[AI I61 IC1 [Dl [El 
TOTAL TOTAL TUBAC CREDK 

N AZ-CORPORATE P N  AZ-CORPORATE TOTAL ALLOCATION ANNUAL 
OVER-COLLECTED OVER-COLLECTED FACTOR DEPRE. EXP. OVER-COLLECTED 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. I 0.142637 I 20% 

$ (24,958) $ 
(3,128,854) 

(52,912) 

(9,888) $ 
(721,389) 
(18,705) 

(34.846) S (4,970) $ (QW 
(71,618) (10,215) (2.043) 

(3,850,243) (549.188) (109,838) 

21,439 21.439 3,058 
(571.9181 1571.918) (81,5771 

$ (550,478) $ - $  (550,478) $ (78,519) (15,704) 

$ (3.757203) $ (749,982) $ (4,507,185) $ (842,893L $ (128,5792 

8 D s W s  AZ-Corporate Pbrd OvW-Collected Depreciation Expew lo be Credited to Depreciation Exp- ......................... ... . .... ............................. 4 $ (842,893fl 

REFERENCES: 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [AI + Colmn [El 
Column [D]: Column [C] x D i i s  Albcation Factor 
Column [E]: Column [D] x 20% 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Schedule 12 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

[A] [B] [C] 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Deferred Debits $ 16,125,275 $ 845,933 16,971,208 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR . Sun City Walsr District 
Docket No. WS-01303A-14-0010 
Test Year Ended Juno 30.2013 

LINE 

RUCO Schedule 13 
witness: COlSY 

ACCT COMPANY RUCO RUCO' 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ["AFUDC'? AND DEPRECIATION EXPNESE 

REFERENCES: 
Column [A] Compny Filing 
Column [E] Testimony TJC 
Column IC]: Column [AI + Column [El 



EPCOR - Sun City Water District 
Docket No. WSO1303A-14-0010 
Test Year Ended June 30,2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. I O  - CASH WORKING CAPITAL 

IA1 IBI rci 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Working Capita Allowance $ 62,870 $ (37.1 40) 25.731 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel a Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group insurance 
Pensions 
Regulatoly Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
19 Property Taxes 
20 Taxes - Paymii 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

26 

Proforma 
Test Year 
Amount 

(0) 

1.71 1,461 
549,527 

1,540,142 
35,006 
4,661 
1,396 

319,958 
280.698 
490,722 
6,298 

288.791 
808,301 
45,805 
212,603 
462,692 
205,746 

433,989 
121,105 
97,801 
498,115 

573,149 

8,687,966 

Cash 
Wor!ung 

Revenue Expense Net LeadlLag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Days Days Coi. C - Col D Col El365 Col B Col F 

41.24 30 63 
41.24 43 67 
41.24 48.67 
41.24 54.94 
41 24 31.06 
41.24 30.42 
41.24 30.42 
41.24 34.35 
41.24 (10.72) 
41.24 67.98 
41.24 (37.32) 
41 24 72.69 
41.24 49.83 
41.24 13.38 
41.24 39.27 
41.24 27.80 
41.24 46.89 

41.24 21325 
41.24 26 40 
41.24 (131.38) 
41.24 41.75 

41.24 91.25 

Cash Working Capital Requirement 

(F) 

10.60 
(2.44) 
(7.43) 
(13.71) 
10.17 
10.82 
10.82 
6.88 
51.95 
(26.75) 
78.55 
(31.45) 

27.86 
1.96 
13.44 
(5.65) 

(8.59) 

(172.02) 
14 83 
172.62 
(0.52) 

(50.02) 

Company Working Capital Requirement 

RUCO Cash Working Capital Adjustment 

0.03 49,712 
(0.01) (3,666) 
(0.02) (31,368) 
(0.04) (1,314) 
0.03 130 
0.03 41 
0.03 9,480 
0 02 5,291 
0.14 69,845 
(0.07) (461) 
0.22 
(0.09) (24,886) 
(0.02) (19,029) 
0.08 3,496 
0.01 1,144 
OM 17,031 

(0 02) (3.186) 

(0.47) (204,528) 
0.04 4,921 
0.47 46,252 

(0.00) (703) 

(0.14) (78.537) 

(160,334L 

(123,195) 

(37,140) 

' Amounts may not reflect other adiustments. 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY RUCO 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Schedule 15 
Witness: Coley 

RUCO’ 
RECOMMENDED 

RATE BASE ADJUSTMENT NO. 11 - REGULATORY ASSET - ACRM DEFERRED OBM CHARGES 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [e]: Testimony TJC 
Column IC]: Column [A] +Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 16 
Witness: Michlik 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERATING EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Oftice Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-1 
Column (B): RUCO Schedule 17 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) + Column (D) 

[AI [Bl [CI [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 10,103,166 $ 233,245 $ 10,336,411 $ (3,514) $ 10,332,897 

162,387 162,387 162,387 

$ 10265,553 $ 233,245 $ 10,498,798 $ (3,514) $ 10,495,284 

$ 1,711,461 

1,557,580 

34,119 
4,661 
1,396 

510,069 
280,698 
490,722 

6,298 
101,188 
288,791 
834,153 
45,805 

212,603 
462,692 
205,746 

1,916,821 
434,142 
218,906 
104,004 

$ 
549,527 
(1 7,438) 

887 

(190,111) 

(43,684) 

12,480 

(1,015,921) 
(153) 

394,111 

$ 1,711,461 
549,527 

1,540,142 

35,006 
4,661 
1,396 

319,958 
280,698 
490,722 

6,298 
57,504 

288,791 
846,633 
45,805 

212,603 
462,692 
205,746 
900,900 
433,989 
218,906 
498,115 

1,711,461 
549,527 

1,540,142 

35,006 
4,661 
1,396 

319,958 
280,698 
490,722 

6,298 
57,504 

288,791 
846,609 
45,805 

212,603 
462,692 
205,746 
900,900 
433,941 
218,906 
496,809 

$ 9,421,857 $ (310,301) $ 9,111,554 $ (1,379) $ 9,110,175 
$ 843,696 $ 543,547 $ 1,387,245 $ (2,135) $ 1,385,109 





EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 18 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

5 Fuel and Power 
6 
7 Chemicals 
8 

$ 1.557.580 $ 17.893 $ 1.575.473 

$ 34,119 $ 479 $ 34,598 

9 Customer Accounting $ 834,153 $ 12,480 $ 846,633 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 1,557,580 $ 17,970 $ 1,575,550 

$ 34,119 $ 408 $ 34,527 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRl PTlON PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - ADD CAP CHARGES TO BASE RATES 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Schedule 21 
Witness: Michlik 

RUCO 
RECOMMENDED 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (22) 
$ (94,695) 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI [BI [CI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Metered Water Sales $ - $  - $  

3 Chemicals $ - $  - $  
2 

4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 23 
Witness: Smith 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

3 RUCOs Summary of Corporate Allocation Disallowances 
4 Short-Term Incentive Plan (STIP) $ 
5 Mid-Term Incentive Plan (MTIP) 
6 
7 Advertising, Promotions, and Donations 
8 Total 

IT Affiliated Charges Expenses - Account 5628 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

(1 34,672) 
(48,534) 
(1,278) 
(5,627) 

$ (190,111) 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Schedule 24 
Witness: Michlik 

RUCO 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

over 3 Years Percentage Expense 
I I I I 

Mohave Water District 27% $ 178,318 $ 89,159 $ 29,720 
Paradise Valley Water District 25% $ 161,530 $ 80,765 $ 26,922 
Sun City Water District 40% $ 262,102 $ 131,051 $ 43,684 
Tubac Water District 3% $ 17,890 $ 8,945 $ 2,982 
Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column IAl: Company Filing 
Column iBj: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Sun City Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE COMPANY RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS 

RUCO Schedule 25 
Witness: Michlik 

RUCO’ 
RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR -Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable 
LINE ACCT SERVICE or Fully Depreciated 
NO. NO. DESCRIPTION Per RUCD PLANT 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

DEPRECIABLE DEPRECIATION 
PLANT DEPRECIATION EXPENSE 

(Col A - COI 6) RATE (Col C x Col D) 

RUCO Schedule 26 
Witness: Michlik 

Page I of 3 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

301000 
303200 
303300 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304800 
305000 
307000 
309000 
310000 
311000 
311100 
311200 
31 1300 
31 1400 
31 1500 
311530 
320100 
320200 
330000 
330200 
331001 
331100 
331200 
331300 
331400 
332000 
333000 
334100 
334200 
334300 
335000 
336000 
339100 
339500 
339600 
340100 
340200 
340300 
340310 
340325 
340500 
341100 

341200.0 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
346200 
346300 
347000 

Organization 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights TBD 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Miscellaneous 
Collect 8 Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Pumping Equipment Steam 
Other h e r  Production 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Hydraulic 
Pumping Equipment Other 
Pumping Equipment Water Treatment 
Water Treatment Equipment Non-Media 
Solution Chemical Feeders 
Distribution Reservoirs 8 Standpipes 
Ground Level Tanks 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Fire Mains 
Services 
Meters 
Meter Installations 
Meter Vaults 
Hydrants 
Backflow Preventors 
Other P/E-Intangible 
Other P/E-TD 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Computer Software Mainframe 
Computer Software Customized 
Other Office Equipment 
Transportation Equip Light Duty Truks 
Transportation Equip Heavy Duty Truks 
Transportation Equipment Other 
Stores Equipment 
Tools,Shop.Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Less: Youngstown 

$ 471 $ 
$ 268,738 $ 
$ 8,456 $ 
$ 10,493 $ 
$ 2,125 $ 
$ - $  
$ 4,467,063 $ 
$ 126,815 $ 
$ 34,162 $ 
$ 374,292 $ 
$ 47,528 $ 
$ 1,383,151 $ 
$ 314 $ 
$ 3,812,341 $ 
$ 787,835 $ 
$ 1,430,917 $ 
$ - $  
$ 4,473 $ 
$ 10,873,026 $ 
$ 213,446 $ 
$ 16,219 $ 
$ 210,006 $ 
$ 35,035 $ 
$ 794,743 $ 
$ 120,791 $ 
$ 5,621,435 $ 
$ 88,434 $ 
$ 979,479 $ 
$ 13,290,123 $ 
$ 4,163,270 $ 
$ 5,251,696 $ 
$ 152,237 $ 
$ O $  
$ 6,417,380 $ 
$ 5,243,715 $ 
$ 660,094 $ 
$ 952 $ 
$ 2,837,269 $ 
$ 7.036 $ 
$ - $  
$ 523 $ 
$ 174,117 $ 
$ 779,242 $ 
$ 223,286 $ 
$ 43,402 $ 
$ 9.105 $ 
$ 16,914 $ 
$ 3.854 $ 
$ 976,241 $ 
$ 54,958 $ 
$ 89,236 $ 
$ 20,135 $ 
$ 376,007 $ 
$ 107,428 $ 
$ 151,899 $ 
$ 218,768 $ 
$ 434,766 $ 
$ 1,126 $ 
$ 174,797 $ 
$ 10,219 $ 

471 $ 
268,738 $ 

8,456 $ 
10,493 $ 
2,125 $ 

- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  
- $  

43,402 $ 
- $  
- $  
- $  

976,241 $ 
54,958 $ 

- $  
- $  
- $  
- $  
- $  

218,768 $ 
- $  
- $  
- $  
- $  

4,467,063 
126,815 
34,162 

374,292 
47,528 

1,383,151 
314 

3,812,341 
787,835 

1,430,917 

4,473 
10,873,026 

213,446 
16,219 

210,006 
35,035 

794,743 
120,791 

5,621,435 
88,434 

979,479 
13,290,123 
4,163,270 
5,251,696 

152,237 
0 

6,417,380 
5,243,715 

660,094 
952 

2,837,269 
7,036 

523 
174,117 
779,242 
223,286 

9,105 
16,914 
3,854 

89,236 
20,135 

376,007 
107,428 
151,899 

434,766 
1,126 

174.797 
10,219 

0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
0.00% $ 
2.50% $ 
2.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.50% $ 
2.50% $ 
1.67% $ 
2.50% $ 
1.67% $ 
3.33% $ 
4.00% $ 
4.00% $ 
4.00% $ 

4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
1.54% $ 
1.54% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
8.33% $ 
2.50% $ 
2.50% $ 
2.00% $ 
6.67% $ 
3.33% $ 
3.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
6.67% $ 

20.00% $ 
14.29% $ 
16.67% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
10.00% $ 

4.00% $ 

6.25% $ 

89,341 
2,536 

683 
9,357 
1,188 

34,579 
5 

95,309 
13,131 
47,697 

179 
434,921 

8,538 
649 

8,400 
1,401 

39,737 
12,079 
86,484 
1,361 

19,590 
169,859 
59,475 
75,024 
2,175 

0 
160,434 
436,976 

16,502 
24 

56,745 
469 

17 
5,804 

35,066 
22,329 

1,821 
3,383 

257 

14,873 
805 

15,040 
4,297 
7,595 

43,477 
113 

17,480 
639 

$ - $  - $  0.00% $ 
$ 73,601,581 $ 1,583,653 $ 72,017,929 $ 2,077,844 63 Total Direct Plant 



EPCOR -Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 26 
Witness: Michlik 

Page 2 of 3 

PLANT In NonDepreciable DEPRECIABLE DEPRECIATION 

NO. DESCRIPTION Per RUCO PLANT (Col A - Col 6) RATE (Col C x Col D) 
ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 

307000 
31 1200 
31 1200 
31 1200 
31 1200 
311200 
31 1200 
311200 
31 1200 
311200 
311200 
311200 
311200 
311200 
311200 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
320100 
331001 
331001 
331001 
331200 
331200 
331200 
331200 
333000 
333000 
334100 
334100 

3341 00.0 
335000.0 
335000 
339600 
341400 
343000 
346190 
346190 
346190 
346190 

13,904 $ 
2,838 $ 
1,675 $ 

52,046 $ 
180,156 $ 
116,741 $ 

2,150 $ 
909 $ 

2,464 $ 
26,542 $ 
2,168 $ 
7,612 $ 

699 5 

13,904 
2,838 
1,675 

52,046 
180,156 
116,741 

2,150 
909 

2,464 
26,542 
2,168 
7,612 
699 

2.50% $ 
2.50% $ 
8.33% $ 
3.33% $ 
4.50% $ 

10.00% $ 
20.00% $ 
20.00% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
io.on% 5 

348 
71 

140 
1,735 
8,107 

11,674 
430 
182 
99 

2,654 
217 
761 

70 ... . .. . 

$ 58,082 $ - $  58,082 6.25% $ 3,630 
$ 467,985 $ - $  467,985 $ 30,116 

Replaced Well 8.3 
SC water - Well 2.1 
SC water - Well 6.4 
SC water - Repair SC plant 5 BPI 
SC water - Replace valves at WP5 BP8 
SC water - Well 8.2 
SC water - Well 6.2 
AF water - Well 2.4 
Repair Theft Damage and Rewind Motor at Well 5.4 
Plant Facilities 8 Equip AZ 
PFE Replace SC # 1 Plant production meter 
PFE Replace SC WP 2 suction 8 discharge gate valves, 
PFE SC w Plant 2 Booster # I  
PFE Replace Well Pump and Motor 
PFE Replace Well Pump and Motor 
SC water - WP 5 
SC water - VFDs at WP 5 
SC water - WP 6 
SC water - TDR WP 9 
SC water - Replace Block Heater on Generator 
SC water - WP 1 
Replace 1 2  Gate and Check Valves at Well 5.5 
Replace 8 Check Valve on Booster 1 at WP 8 
Emergency Repair and Replacements 
Valves replaced 
Valves replaced 
PFE SC Well 9.2 Repair Cla-Valve 
Main Breaks 
Mains Scheduled replace/relocate AZ 
Main Breaks 
PFE Replace Well Pump and Motor 
Services replaced 
Services replaced 
Meters replaced 
Meters up/downsize 
Meters replaced 
Hydrants replaced 
Hydrants replaced 
SC water - GIS Map Books 
SC water - Transportation Equip 
Tools 8 Equipment - SC w 
SC water - SCADA 
SC water - Telemetry and Control Proj at WP 5 
SC water - WP6 Scada upgrade 

2.50% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
4.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 
2.00% $ 
2.00% $ 
2.00% $ 
1.43% $ 
1.43% $ 
1.43% $ 
1.43% $ 
2.50% $ 
2.50% $ 
8.33% $ 
8.33% $ 
8.33% $ 
2.00% $ 
2.00% $ 
3.33% $ 

16.67% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 

SCADA - SC w $ - $  - $  13.84% $ 
64 Total Post Test Year Plant $ - $  - $  $ 



EPCOR - Sun City Water District 
Docket No. WS-01303A-l4-0010 
Test Year Ended: June 30,2013 

PLANT In NonDepreciable DEPRECIABLE 
LINE ACCT SERVICE or Fully Depreciated PLANT 
NO. NO. DESCRIPTION Per RUCO PLANT (Col A - COI B) 

RUCO Schedule 26 
Witness: Michlik 

Page 3 of 3 

DEPRECIATION 

(Col C x Col D) 
DEPRECIATION EXPENSE 

RATE 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

340300 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341400 
341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 
340300 
340300 
340300 
340300 
340300 
340300 

EMS Webviewer-ArcGlS 
GIS Data Model Conversion 
Project GPS Software 
AZ Corp - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
Tools 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office 8 Ops Center - Phx Office 
Office 8 Ops Center - Central Div 
Plant Facilities 8 Equip - AZ shared 
Tools 8 Equipment - AZ shared 
Vehicles - AZ shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Software 

35 Total Post Test Year Corporate Plant 
36 
37 Total 
38 
39 Composite Depreciation Rate: 
40 
41 Amortization of CIAC: 
42 
43 
44 Less Amortization of CIAC: 
45 
46 
47 
48 
49 
50 

Contributions in Aid of Construction ("CIAC): 

Depreciation Expense before Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

20.00% $ 
20.00% $ 
20.00% $ 
2.50% $ 

10.00% $ 
20.00% $ 
2.50% $ 
4.00% $ 

10.00% $ 
10.00% $ 
10.00% $ 
16.67% $ 
20.00% $ 
20.00% $ 
20.00% $ 
16.67% $ 
16.67% $ 
16.67% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 
20.00% $ 

$ 74,069,566 $ 1,583,653 $ 72,485,914 $ 2,107,961 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 177+179+184) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [B]: From Column [A] 
Column [C]: Column [A] -Column [B] 
Column [O]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$2,773,006 
$642,893 

$ 2,107,961 

$ 1,574,072 

$ 1,859,602 

$ (325,530) 

$ (7.21 1) 

$ 533.888 

$ (554,601) 
$ (1 28,579) 
$ (683,180) 

$ (1,015,921) 

$ 1,916,821 

$ 900,900 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 27 
Witness: Michlik 

RUCO 
Property Tax Calculation AS ADJUSTED RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5 )  
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 10,498,798 
2 

20,997,597 
10,498,798 
31,496,395 

3 
10,498,798 

2 
20,997,597 

18,237 

21,015,834 
18.1% 

3,800,293 
1 1.4199% 

$ 433,989 
434,142 

$ (153) 

$ 10,498,798 
2 

$ 20,997,597 
$ 10,495,284 

31,492,881 
3 

$ 10,497,627 
2 

$ 20,995,254 
18,237 

$ 
$ 21,013,491 

18.1% 
$ 3,799,870 

11.41 99% 
$ 

$ 433,941 
$ 433,989 
$ (48) 

$ (48) 
(3,514) 

1.376706% 



EPCOR - Sun City Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 28 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
- NO. DESCRIPTION 
1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
1 1  Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$I 0,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Svnchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 10,498,798 
$ 8,613,438 
$ 573,149 
$ 1,312,212 

6.0000% 
$ 78,733 
$ 1,233,479 
$ 7,500 

6,250 $ 
$ 8,500 
$ 91,650 
$ 305,483 
$ 419,383 
$ 498,115 

$ 22,743,995 
2.52% 

$ 573,149 

27 
28 
29 

Income Tax - Per RUCO $ 498,115 
Income Tax - Per Company $ 104,004 

RUCO Adjustment $ 394,111 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCOB 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCO-20 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 

TABLE OF CONTENTS TO DIRECT SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - DIRECT PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - AZ CORPORATE PLANT ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. DIRECT PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - REGULATORY ASSET - ACRM DEFERRAL 
OPERATING INCOME STATEMENT - ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - ANNUALIZATIONS 
OPERATING INCOME ADJUSTMENT # 2 - REVESE DECLINING USAGE EXPENSE 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED O&M COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 



EPCOR - Tubac Water District 
Docket No. WS-Ol303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income (Loss) 

3 

4 Required Rate of Return 

Current Rate of Return (L2 / L1) 

REVENUE REQUIREMENT 

5 Required Operating Income (L4 * L1) $ 

6 Operating Income Deficiency (L5 - L2) $ 

7 Gross Revenue Conversion Factor 

8 Required Revenue Increase (L7 * L6) $ 

9 Adjusted Test Year Revenue $ 

10 Proposed Annual Revenue (L8 + L9) $ 

11 Required Increase in Revenue (%) 

[AI 
COMPANY 

FA1 R 
VALUE 

1,607,775 

(1 31,793) 

-8.20% 

6.87% 

1 10,454 

242,247 

1.6589 

401,874 

579,194 

981,067 

69.38% 

RUCO Schedule 1 
Witness: Michlik 

PI 
RUCO 
FA1 R 

VALUE 

1,475,945 

(71,462) 

-4.84% 

6.09% 

89,885 

161,347 

1.4456 

I S  233,244 

$ 537,388 

$ 770,633 

43.40% 

References: 
Column [A]: Company Schedule A-I 
Column [B]: RUCO Schedules 3 and 16 



EPCOR - Tubac Water District 

Docket No. WSOl303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 2 
Witness: Michlik 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

[AI [BI 
DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
Revenue 
Uncollecible Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecttible Factor: 
Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooedfv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate (L17) 
One Minus Combined Income Tax Rate (L18-Ll9) 
Property Tax Factor 
Effective Property Tax Factor (L2O*L21) 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

Required Operating Income 
AdjustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

100.0000% 
0.4087% 

99.591 3% 
30.4163% 
69.1 750% 
1.445608 

100.0000% 
29.21 18% 
70.7882% 

0.5773% 
0.4087% 

100.00 
6.00 

! 

100.0000% 
29.21 18% 
70.7882% 

1.7016% 
1.2045% 

30.4163% 

$ 89,885 
(71,462) 

$ 161,347 

Income Taxes on Recommended Revenue (Col. [E], L52) $ 14,956 
Income Taxes on Test Year Revenue (Col. [B], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

(51,626) 
66,582 

Recommended Revenue Requirement 
Uncollectible Rate (Line 10) 
Uncolllectible Expense on Recommended Revenue (L30*L31) 
Adjusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

Property Tax with Recommended Revenue 
Property Tax on Test Year Revenue 
Increase in Property Tax Due to Increase in Revenue (L35-L36) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of lncome Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

$ 233,244 
0.5773% 

$ 1.347 
$ 

1,347 

$ 31.653 
27,685 

3,969 
$ 233,244 

Test RUCO 
Year 

$ 537,388 $ 
$ 660,476 
$ 37,194 
$ (160,282) 

6.0000% 
$ (9,617) 
$ (150,665) 
$ (7,500) 
$ (6,250) 
$ (8,500) 
$ (19,759) 
$ 
$ (42,009) 
$ (51,626) 

233,244 $ 770,633 
$ 665,792 
$ 37,194 
$ 67,647 

6.0000% 
$ 4,059 
$ 63,588 
$ 7,500 
$ 3,397 
$ 
$ 
$ 
$ 10,897 
$ 14,956 

Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B], L51] / [Col. [E], L45 - Col. [B], L45] 24.6934% 

Calculation of lnterest Synchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 1,475,945 
2.5200% 

$ 37,194 



EPCOR - Tubac Water District 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

1 
2 
3 

4 
5 
6 

7 

8 
9 
10 

11 
12 
13 

14 
15 
16 

17 

18 
19 

20 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Customer Meter Deposits 
Customer Deposits 
Deferred Income Taxes & Credits 

Regulatory Liability - Over-Collected Dep. Exp. 
Less: Amortization of Reg. Liab. 

Net Regulatory Liability 

ADD: 

Regulatory Asset - Deferred ACRM O&M 
Less: Amortization of Reg. Asset - ACRM 

Net Regulatory Asset for ACRM 

Deferred Debits 

Working Capital Allowance 
Reconciling Item 

Original Cost Rate Base 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

[AI PI [CI 
COMPANY RUCO 

AS RUCO AS 
ADJUSTMENTS ADJUSTED 

$ 6,467,719.17 $ (272,065) $ 6,195,654 
1,942,237.86 (278,631 j 1,663,607 

$ 4,525,480 $ 6,567 $ 4,532,048 

$ 1,076,185 $ 74,010 $ 1,150,195 
45,823 45,823 

$ 1,030,362 $ 74,010 $ 1,104,372 

$ 1,952,127 $ $ 1,952,127 

51 7 

26,304 

51 7 

26,304 

69,987 69,987 
13,997 13,997 

$ $ 55,990 $ 55,990 

$ 101,712 $ 101,712 
20,342 20,342 

$ 

$ $ 81,370 $ 81,370 

83,390 (83,390) 0 

8,215 (6,377) 1,837 
(0) (0) 

$ 1,607,775 $ (145,828) $ 1,475,945 

References: 
Column [A]: Company as Filed 
Column [B]: RUCO Schedule 4 
Column [C]: Column [A] + Column [B] 
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EPCOR - Tubac Water District 
Docket No. WS-OI303A-I 4-001 0 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY 
NO. NO. DESCRIPTION PROPOSED 

RATE BASE ADJUSTMENT NO. 5 - POST TEST YEAR PLANT ADJUSTMENTS 

RUCO RUCO’ 
ADJUSTMENTS RECOMMENDED 

RUCO Schedule4 
Witness: Radigan 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

49 
50 
51 
52 
53 
54 

55 

56 

31 1200 
339600 
31 1200 
31 1200 
311200 
311200 
331 200 
3341 00 
333000 
311200 
331001 
335000 
343000 
335000 
3341 00 
333000 
331001 
311200 
3341 00 
3341 00 

Tubac -Well 3 
Tubac water - GIS Map Books 
Tubac water - Rebuild motor Well 3 
Tubac water - Well 5 
Tubac -Well 3 
Tubac water - Palo Parado WP & BS 
Main Breaks 
Meters replaced 
Services replaced 
Plant Facilities & Equip A2 
Valves Replace - Tubac 
Hydrants Replace - Tubac 
Tools & Equipment - Tubac 
Hydrants replaced 
Meters replaced 
Services replaced 
Valves replaced 
Plant Facilities & Equip A2 
RPNB PFE Rep1 8 Well Meter 
PFE Rep1 8 Well Meter 

Post Test Year Allocated Corporate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 
340300 
304600 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341 400 
304620 
304600 
343000 
343000 
341400 
341 400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

340300 
340300 
340300 
340300 
340300 
340300 

GIS Data Model Conversion 
Project GPS Software 
A2 Corp - Phx Office Improvements 
A2 IT Hardware 
AZ IT Software 
Office & Ops Center - Central Shared 
Tools & Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office & Ops Center - Central Div 
Plant Facilities & Equip - AZ shared 
Tools & Equipment - A2 shared 
Vehicles - A2 shared 
New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern Div 
Business Systems Upgrade - A2 
GIS Upgrades/ Enhancements - A2 
Engineering CMMS - AZ 
Engineering Project Management - A2 
Network Redundancy - A2 
Laptops - A2 
Monitors - A2 
&479005 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 
A2 IT Software 

Total 

Accumulated Depreciation 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column [C]: Column [A] + Column [B] 

(7,995) $ 
(3,389) 

46 1 
(159) 
(290) 

(1,943) 
(1,631) 

(1 1,079) 
5,460 

440 
7,107 

21,417 
(6,500) 
2,390 
7,891 
7,936 

62 

20 
(42) 
33 
(0) 
16 
58 
70 
20 
25 

43 1 

0 
61 

347 
1,246 

289 
n 

$ 22,750 $ (22,750) $ 

$ 1,942,238 $ (1,385) $ 1,940,853 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 10 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 6 - REGULATORY LIABILITY - DIRECT PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

LINE ACCT. 
NO. NO. - -  

Direct Plant: 

1 340200 
2 341100 

3 

4 

DESCRIPTION 

[AI P I  [Cl 
TEST YEAR ("TY") END POST TEST YEAR ("PN") TOTAL 

OVER-COLLECTED OVERCOLLECTED OVER-COLLECTED 
DEPRECIATION DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT AMOUNT 

[Dl 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

Computer 8 Peripheral Equipment $ (3,769) $ (267) $ (4,036) 
Transportation Equip Light Duty Trucks (42,412) (6,866) (49.278) 

Total Over-Depreciated Direct Plant $ (46,181) $ (7,134) $ (53,314) 

District's Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense ..................................... (53.314)l I 5 

$ (807) 
(9,856) 

(10,6631 

REFERENCES: 
Column [A]: Testimony TJC 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 
Column [D]: Column [C] x 20% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

RUCO Schedule 11 
Witness: Coley 

Allocated Corvorate Plant: 

1 304620 Structures & Improvements Leasehold 
2 340300 Computer Software 
3 340330 Computer Software Other 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 
5 1569 Software Intangibles Amortization 

[AI [El IC1 [Dl 
TOTAL TOTAL TUBAC 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. -1 
$ (24.958) $ (9,888) $ (34,846) $ (129) 

(3,128,854) (721,389) (3,850,243) (14,243) 
(52,912) (1 8,705) (71,618) (265) 

[El 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (26) 
(2,849) 

(53) 

21,439 21,439 79 
(571,918) (571,918) (2.1161 

6 Software intangibles Net of Amortization $ (550,478) $ - $  (550,478) $ (2,036) (407) 

7 Total Corporate Over-Collected Depreciation Exp. $ (3,757,203) $ (749,982) $ (4,507,185) $ (16,673) (3,335) 

8 District's AZ-Corporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .............................................. 1- 

REFERENCES: 
Column [A]: Testimony TJC 
Column Q]: Testimony TJC 
Column [C]: Column [A] +Column [E] 
Column [D]: Column [C] x District's Allocation Factor 
Column [E]: Column [D] x 20% 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

I LINE I ACCT I I COMPANY I RUCO 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

RUCO’ 

RUCO Schedule 12 
Witness: Coley 

ADJUSTMENTS I RECOMMENDED I NO. I NO. I DESCRIPTION I PROPOSED I 
1 Deferred Debits $ 1,076,185 $ 74,010 1 , I  50,195 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY 
NO. NO. DESCRIPTION PROPOSED 

RUCO Schedule 13 
Witness: Coley 

RUCO RUCO' 
RECOMMENDED ADJUSTMENTS 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION ("AFUDC") AND DEPRECIATION EXPNESE 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [El 



EPCOR - Tubac Water District 
Docket NO. WS-01303A14-0010 
Test Year Ended June 30,2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 10 -CASH WORKING CAPITAL 

IAI [Bl IC1 
LINE ACCT COMPANY RUCO RUCO' 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Working Capital Allowance $ 8,215 $ 16.377) 1,837 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel & Power 
Chemicals 
Waste Disposal &Other Utilities 
Intercompany Support Sewices 
Corporate Allocation 
Outside Sewices 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
19 General Taxes-Property 
20 Taxes - Payroll 
21 Taxes -Other 
22 Income Tax 

23 Interest Expense 

24 TOTAL 

25 

26 
' Amounts may not reflect other adjustments. 

Proforma 
Test Year 
Amount 

PI 

179,440 

34,640 
48,202 

81 1 
95 

19,834 
26,870 
37,821 

430 

12,198 
21,480 
7,566 

28,204 
6,577 

38,435 

31,653 
13,697 
2,260 

(51,626) 

37,194 

495,982 

Working 
Revenue Expense Net Lead/Lag Capital 

Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 
Days Days Days Col. C - Col. D Col. E1365 Col. B ' Col. F 

[CI [Dl [El [9 [GI 

41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 
41.01 

30.63 

47.61 

71.84 
30.42 
30.42 
33.77 

(1 0.72) 
67.98 

(48.65) 
64.82 
49.83 
16.96 
33.08 
25.19 
51.05 

10.38 
41.01 
(6.60) 
41.01 

(30.83) 
10.59 
10.59 
7.24 

51.73 
(26.97) 
89.66 

(23.81) 
(8.82) 
24.05 

7.93 
15.82 

(10.04) 

0.03 
0.11 

0.11 

0.03 
0.03 
0.02 
0.14 

(0.07) 
0.25 

(0.07) 
(0.02) 
0.07 
0.02 
0.04 

(0.03) 

(0.02) 

(0.08) 

5,101 

(627) 
5,416 

(68) 
3 

575 
533 

5,360 
(32) 

(796) 
(519) 
499 
612 
285 

(1,058) 

41.01 213.25 (172.24) (0.47) (14,937) 
41.01 26.40 14.61 0.04 556 
41.01 (1 35.81 ) 176.82 0.48 1,095 
41.01 41.75 (0.74) (0.00) 105 

41.01 91.25 (50.24) (0.14) (5.119) 

Cash Working Capital Requirement (3.015) 

Company Working Capital Requirement 3,362 

RUCO Cash Working Capital Adjustment (6,377) 



EPCOR - Tubac Water Distrlct 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 15 
Witness: Coley 

ACCT COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

REFERENCES 
Column [A]: Company Filing 
Column [E]: Testimony JMM 
Column [C]: Column [A] +Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 16 
Witness: Michlik 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Left Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (B): RUCO Schedule 17 
Column (C): Column (A) + Column (B) 
Column (D): RUCO Schedules 27 and 28 
Column (E): Column (C) + Column (D) 

[AI [Bl IC1 [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 574,204 $ (41,806) $ 532,398 $ 233,244 $ 765,643 

4,990 4,990 4,990 

$ 579,194 $ (41,806) $ 537,388 $ 233,244 $ 770,633 

$ 179,440 

33,324 

98,934 
81 1 
95 

34,814 
26,870 
37,821 

430 
7,261 

12,198 
20,561 
7,566 

28,204 
6,577 

38,435 
238,395 

30,506 
16,157 

(107,414) 

$ 710,987 
$ (131,793) 

$ 

1,316 

(50,732) 

(14,980) 

(2,982) 

3,046 

(90,770) 
(2,821) 

55,788 

$ (102,135) 
$ 60,329 

$ 179,440 

34,640 

48,202 
81 1 
95 

19,834 
26,870 
37,821 

430 
4,279 

12,198 
23,607 

7,566 
28,204 
6,577 

38,435 
147,625 
27,685 
16,157 

(51,626) 

$ 608,850 
$ (71,462) 

$ $ 179,440 

34,640 

48,202 
81 1 
95 

19,834 
26,870 
37,821 

430 
4,279 

12,198 
1,347 24,954 

7,566 
28,204 
6,577 

38,435 
147,625 

3,969 31,653 
16,157 

66,582 14,956 

$ 71,897 $ 680,748 
$ 161,347 $ 89,885 
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EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 18 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 1 - ANNUALIZATIONS 

[AI PI [CI 
I LINE I I COMPANY I RUCO I RUCO I NO. I DESCRIPTION I PROPOSED ~ADJUSTMENTS~ RECOMMENDED I 

1 Water Revenues $ 574.204 $ 5.547 $ 579.751 
2 
3 Purchased Water 
4 

$ - $  - $  

5 Fuel and Power $ 33,324 $ 201 $ 33,525 
6 
7 Chemicals $ 98,934 $ 19 $ 98,953 
8 
9 Customer Accounting $ 20,561 $ 3,046 $ 23,607 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 19 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 2 - REVERSE DECLINING USAGE ADJUSTMENT 

[AI [BI IC1 
I COMPANY I RUCO I RUCO’ I 

3 Purchased Water 
4 
5 Fuel and Power 
6 
7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

z - 9 :  - 9 :  

$ 33,324 $ 1,128 $ 34,452 

$ 98,934 $ 105 $ 99,039 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 21 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

[AI [B] [CI 
I LINE I I COMPANY I RUCO I RUCO 1 I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Fuel&Power $ 33,324 $ (13) $ 33,311 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (128) 

$ (13) 
$ (22) 

$ (41,231) 
$ (53,302) 

$ (94.695) 



EPCOR - Tubac Water District 
Docket No. WS-01303A-140010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 22 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

- 

3 Chemicals 
4 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ 98,934 $ (50,856) $ 48,078 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

RUCO Schedule 23 
Witness: Smith 

5 Mid-Term Incentive Plan (MTIP) 
6 
7 Advertising, Promotions and Donations 
8 Total 

IT Affiliated Charges Expenses -Account 5628 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 

(3,313j 
(87) 

(2,388) 
$ (14,980) 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 24 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

[AI [BI [CI 
LINE COMPANY RUCO RUCO 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Rate Case Expense $ 7,261 $ (2,982) $ 4,279 

Normalized Company RUCO 
Proposed Rate Recommended Rate 

Percentage over 3 Years Case Expense Case Expense 
Mohave Water District 27% $ 178,318 $ 89,159 $ 29,720 

Allocation 

Paradise Valley Water District 
Sun City Water District 
Tubac Water District 

25% $ 161,530 $ 80,765 $ 26,922 
40% $ 262,102 $ 131,051 $ 43,684 
3% $ 17,890 $ 8,945 $ 2.982 

Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 25 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 26 
Witness: Mlchlik 

Page 1 of 3 

EPCOR NonDepreciable RUCO DEPRECIATION 
ACCT UPlS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 
NO. DESCRIPTION AS FILED PLANT (Col A - COI 6) RATE (Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR UTILITY PLANT IN SERVICE ("UPIS") 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

302000 
303200 
303300 
303400 
303500 
303600 
304100 
304200 
304300 
304400 
304500 
304600 
304700 
305000 
307000 
309000 
31 0000 
31 1100 
31 1200 
311300 
31 1500 
320100 
330000 
3301 00 
331001 
331100 
331200 
331300 
331400 
333000 
334100 
334200 
335000 
339200 
339600 
340100 
340200 
340300 
341100 
341200 
341400 
342000 
343000 
344000 
345000 
346100 
346190 
304620 
306000 
308000 
320200 
334300 
346200 
339250 
340330 
341300 
347000 
346300 

Franchises 
Land 8 Land Rights Supply 
Land 8 Land Rights Pumping 
Land 8 Land Rights WT 
Land 8 Land Rights TBD 
Land 8 Land Rights General 
Structures 8 Improvements Supply 
Structures 8 Improvements Pumping 
Structures 8 Improvements Treatment 
Structures 8 Improvements Trans 8 Dist 
Structures 8 Improvements General 
Structures 8 Improvements Offices 
Structures 8 Improvements Store,Shop,Gge 
Collect 8 Impounding 
Wells 8 Springs 
Supply Mains 
Power Production Equipment 
Other Power Production 
Pumping Equipment Electric 
Pumping Equipment Diesel 
Pumping Equipment Other 
Water Treatment Equipment Non-Media 
Distribution Reservoirs 8 Standpipes 
Elevated Tank 8 Standpipes 
TD Mains Not Classified by Size 
TD Mains 4in 8 Less 
TD Mains 6in to 8in 
TD Mains loin to 16in 
TD Mains 18in 8 Grtr 
Services 
Meters 
Meter Installations 
Hydrants 
Other P/E-Supply 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Periphal Equipment 
Computer Software 
Transportation Equip Light Duty Trucks 
Transportation Equip Heavy Duty Trucks 
Transportation Equipment Other 
Stores Equipment 
Twls,Shop.Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Struct 8 Imp Leashold 
Lake, River 8 Other Intakes 
Infiltration Galleries 8 Tunne 
WT Equip Filter Media 
Meter Vaults 
Communication Equipment Telephone 
Other PIE SS 
Comp Software Other 
Transportation Equipment - Other 
Miscellaneous Equipment 
Communication Equipment Other 
Reconciling Item 

Total Direct UPlS - Sub-Total of UPlS 

$ 567 $ 567 $ 

$ 6,183,518 $ 85.566 $ 6,097,951 

2,030 
61,190 

50 
50 

422 
2,755 

25,292 
14,608 

302 
156 

498 
44,598 

236,074 

20,225 

284.424 
879 

403,824 
20,541 

210.840 

378.964 
886,119 
907,886 
37,161 

596,132 
165,866 
22,040 

135,653 

5,453 
1,336 

17,166 

0 
22,179 

1,932 

1,675,646 

659 

2,030 
61,190 

50 
50 

422 
2,755 

1,336 

17,166 

25,292 
14,608 

302 
156 

498 
44,598 

236,074 

20,225 

284,424 
879 

403,824 
20,541 

210,840 

378,964 
886,119 
907,886 
37,161 

596,132 
165,866 
22,040 

135,653 

5,453 
(0) 

0 
22,179 

1,932 

1,675,646 

659 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
2.50% 
2.00% 
2.00% 
2.00% 
2.50% 
2.50% 
2.50% 
1.67% 
2.50% 
1.67% 
3.33% 
0.00% 
4.00% 
4.00% 
4.00% 
5.00% 
1.54% 
1.54% 
2.00% 
1.43% 
1.43% 
1.43% 
1.43% 
2.50% 
8.33% 
2.50% 
2.00% 
0.00% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
14.29% 
16.67% 
4.00% 
4.00% 
4.00% 
5.00% 
10.00% 
10.00% 
2.50% 
1.67% 
2.50% 
3.92% 
2.50% 
10.00% 
0.00% 
20.00% 
16.67% 
6.25% 
10.00% 

632 
292 

6 
3 

12 
1,115 

5,902 

674 

11,377 
35 

16,153 
1,027 
3,244 

7,579 
12,659 
12,970 

53 1 

14,903 
13,822 

55 1 
2,713 

245 
(0 )  

0 
887 

193 

65,685 

66 

$ 173,278 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO 
DEPRECIABLE PLANT 

(COI A - COI E) 

RUCO Schedule 26 
Witness: Mlchlik 

Page 2 of 3 

DEPRECIATION 
DEPRECIATION DEPEXPENSE 

(Col C x Col D) RATE 

2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 

LINE ACCT 
NO. NO. DESCRIPTION 

304500 
304620 
334100 
339600 
3401 00 
340200 
340300 
340330 
344000 
346100 
346190 
346200 
346300 
347000 

EPCOR 
UPIS 

AS FILED 

[E] 
NonDepreciable 

or Fully Depreciated 
PLANT 

Structures 8 Improvements General 
Structures 8 Improvements Leasehold 
Meters 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer 8 Peripheral Equipment 
Computer Software 
Computer Software Other 
Laboratory Equipment 
Communication Equipment Non-Telephone 
Remote Control 8 Instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Reconciling Item 

Total Corp. Alloc. UPlS - Sub-Total of UPlS 

20 Post Test Year Direct Plant: 
21 331001 Tubac water - Valves ReDlaCe 
22 311200 Tubac - Well 3 
23 339600 Tubac water - GIS Map Books 
24 31 1200 Tubac water - Rebuild motor Well 3 
25 31 1200 Tubac water - Well 5 
26 31 1200 Tubac -Well 3 
27 
28 331200 Main Breaks 
29 334100 Meters replaced 
30 333000 Services replaced 
31 31 1200 Plant Facilities 8 Equip AZ 
32 331001 Valves Replace - Tubac 
33 335000 Hydrants Replace - Tubac 
34 343000 Tools & Equipment - Tubac 
35 335000 Hydrants replaced 
36 334100 Meters replaced 
37 333000 Services replaced 
38 331001 Valves replaced 
39 31 1200 Plant Facilities 8 Equip AZ 
40 334100 RPNB PFE Rep1 8 Well Meter 
41 334100 PFE Rep1 8 Well Meter 
42 
43 
44 
45 Post Test Year Allocated Coworate Plant 
46 340300 EMS Webviewer-ArcGIS 
47 340300 GIS Data Model Conversion 
48 340300 Project GPS Software 
49 304600 AZ Corp - Phx Office Improvements 
50 340200 AZ IT Hardware 
51 340300 AZITSoftware 
52 304600 Office 8 Ops Center - Central Shared 
53 343000 Tools & Equip - Central Shared 
54 346200 Video Conferencing Solution 
55 340200 Laptops 
56 340200 Servers 
57 341400 Vehicles 
58 304620 Office 8 Ops Center - Phx Office 
59 304600 Office 8 Ops Center - Central Div 
60 343000 Plant Facilities 8 Equip - AZ shared 
61 343000 Tools 8 Equipment - AZ shared 

31 1200 Tubac water - Palo Parado WP 8 BS 

Total Post Test Year Plant 

$ - $  36 1 
74 
43 

1,350 
4,672 
3,028 

56 
24 
64 
688 
56 
197 
18 

1,506 

$ 12,137 $ - $  12,137 

$ - $  - $  

$ - $  - $  

- $  

2.50% 
2.50% 
8.33% 
3.33% 
4.50% 
10.00% 
20.00% 
20.00% 
4.00% 
10.00% 
10.00% 
10.00% 
10.00% 
6.25% 

2.00% 
4.00% 
3.33% 
4.00% 
4.00% 
4.00% 
4.00% 
1.43% 
8.33% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
2.00% 
8.33% 
2.50% 
2.00% 
4.00% 
8.33% 
8.33% 

20.00% 
20.00% 
20.00% 
2.50% 
10.00% 
2.50% 
2.50% 
4.00% 
10.00% 
10.00% 
10.00% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 

$ 9 
2 
4 
45 
210 
303 
1 1  
5 
3 
69 
6 
20 
2 
94 

$ 781 



EPCOR - Tubac Water District 
Docket No. WSO1303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 26 
Witness: Michlik 

Page 3 of 3 

EPCOR NonDepreciable RUCO DEPRECIATION 
ACCT UPlS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 
NO. DESCRIPTION AS FILED PLANT (Col A - Col B) RATE (Col C x Col D) 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR UTILITY PLANT IN SERVICE (“UPIS”) 

LINE 
NO. 

EPCOR NonDepreciable RUCO DEPRECIATION 
ACCT UPlS or Fully Depreciated DEPRECIABLE PLANT DEPRECIATION DEPEXPENSE 
NO. DESCRIPTION AS FILED PLANT (Col A - Col B) RATE (Col C x Col D) 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

341400 
346100 
346100 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

340300 
340300 
340300 
340300 
340300 
340300 

New Valve Truck for Eastern Division 
Security - Central Div 
Security - Eastern DN 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - AZ 
Engineering Project Management - AZ 
Network Redundancy - AZ 
Laptops - AZ 
Monitors - AZ 
8479005 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GIS) 
Water USA Win7 Office2012 - US 
SAMSWater 8 Waste 
AZ IT Sohare 

Total Post Test Year Allocated Corporate Plant 

Total Plant 

Composite Depreciation Rate: 
Contributions in Aid of Construction (“CIAC): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC 
Less Amortization of CIAC: 

Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

16.67% 
4.00% 
10.00% 
10.00% 
10.00% 
16.67% 
20.00% 
20.00% 
20.00% 
20.00% 
8.33% 
2.50% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 

$ - $  - $  

$ 6,195,654 $ 85,566 $ 6.1 10,088 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatory Asset Over 5 Years 
Deferred ACRM OBM Charges 

Remove Amortization of Regulatory Asset 

Amortization of Regulatory Liability Over 5 Years 
Direct Plant 
Corporate Plant 
Total 

Total RUCO Adjustments (lines 160+162+167+172) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: RUCO Schedule 4 
Column [E]: From Column [A] 
Column [C]: Column [A] - Column [E] 
Column [D]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

$101,712 

$53,314 
$16,673 

$ 174,059 

2.85% 
$ 1,150,195 
$ 32,781 

$ 174,059 
32,781 

$ 141,279 

$ 186,289 

$ (45,010) 

$ (965) 

$ 20,342 

$ (51,140) 

(1 0,662.85) $ 
$ (3,334.59) 
$ (1 3.997) 

$ (90.770) 

$ 238.395 

$ 147,625 



EPCOR - Tubac Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 27 
Witness: Michlik 

RUCO 
Property Tax Calculation 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 537,388 $ 537,388 
2 2 

1,074,777 $ 1,074,777 
537,388 $ 770,633 

1,612,165 1,845,409 
3 3 

537,388 $ 61 5,136 
2 2 

1,074,777 $ 1,230,273 
9,880 9,880 

1,084,657 $ 1,240,153 
18.1% 18.1% 

196,139 $ 224,257 
14.1148% 14.1 148% 

$ 

$ 
$ 27,685 

30,506 

$ (2,821) 
$ 31,653 
$ 27,685 
$ 3,969 

$ 3,969 
233,244 

1.701 582% 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 



EPCOR - Tubac Water District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 28 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
NO. DESCRIPTION 

1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (Schedule JMM-1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
11 Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $1 00,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($1 00,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$I 0,000,000) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of Interest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 537,388 
$ 660,476 
$ 37,194 
$ (1 60,282) 

6.0000% 
$ (9,617) 
$ (1 50,665) 

$ (42,009) 
$ (51,626) 

$ 1,475,945 
2.52% 

$ 37,194 

27 
28 
29 

Income Tax - Per RUCO $ (51,626) 
Income Tax - Per Company $ (1 07,414) 

RUCO Adjustment $ 55,788 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

SCH# 

RUCO-1 
RUCO-2 
RUCO-3 
RUCO-4 
RUCO-5 
RUCO-6 
RUCO-7 
RUCO-8 
RUCO-9 
RUCO-10 
RUCO-11 
RUCO-12 
RUCO-13 
RUCO-14 
RUCO-15 
RUCO-16 
RUCO-17 
RUCO-18 
RUCO-19 
RUCOQO 
RUCO-21 
RUCO-22 
RUCO-23 
RUCO-24 
RUCO-25 
RUCO-26 
RUCO-27 
RUCO-28 

TABLE OF CONTENTS TO DIRECT SCHEDULES 

REVENUE REQUIREMENT 
GROSS REVENUE CONVERSION FACTOR 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 
RATE BASE - ORIGINAL COSTS 

ORIGINAL COST RATE BASE ADJUSTMENT # 1 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 2 - DIRECT UTILITY PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 3 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 4 - AZ CORPORATE PLANT ACC. DEP. ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 5 - POST-TEST YEAR ADJUSTMENTS 
ORIGINAL COST RATE BASE ADJUSTMENT # 6 - NOT USED 
ORIGINAL COST RATE BASE ADJUSTMENT # 7 - REGULAOTRY LIABILITY - OVER COLLECTION OF DEP. CORPORATE PLANT 
ORIGINAL COST RATE BASE ADJUSTMENT # 8 - REVERSE UNEXPENDED ClAC ADJUSTMENT 
ORIGINAL COST RATE BASE ADJUSTMENT # 9 - REVERSE 24 MONTHS OF AFUDC 
ORIGINAL COST RATE BASE ADJUSTMENT # 10 - CASH WORKING CAPITAL 
ORIGINAL COST RATE BASE ADJUSTMENT # 11 - NOT USED 
OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 
SUMMARY OF OPERTING INCOME STATEMENT ADJUSTMENTS - TEST YEAR 
OPERATING INCOME ADJUSTMENT # 1 - NOT USED 
OPERATING INCOME ADJUSTMENT # 2 - NOT USED 
OPERATING INCOME ADJUSTMENT # 3 - NOT USED 
OPERATING INCOME ADJUSTMENT # 4 - REMOVE APS ESTIMATED POWER COSTS 
OPERATING INCOME ADJUSTMENT # 5 - REMOVE ACRM DEFERRED O&M COSTS 
OPERATING INCOME ADJUSTMENT # 6 - CORPORATE ALLOCATIONS 
OPERATING INCOME ADJUSTMENT # 7 - RATE CASE EXPENSE 
OPERATING INCOME ADJUSTMENT # 8 - NOT USED 
OPERATING INCOME ADJUSTMENT # 9 - DEPRECIATION EXPENSE 
OPERATING INCOME ADJUSTMENT # 10 - PROPERTY TAX EXPENSE 
OPERATING INCOME ADJUSTMENT # 11 - TEST YEAR INCOME TAXES 



EPCOR - Mohave Wastewater District 
Docket No. WS-0130314-14-0010 
Test Year Ended: June 30,2013 

REVENUE REQUIREMENT 

RUCO Schedule I 
Witness: Michlik 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 * L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 * L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

References: 
Column (A): Company Schedule A-I 
Column (B): RUCO Schedules 3 and 13 

[AI 
COMPANY 

FAIR 
VALUE 

$ 5,305,082 

$ 90,799 

1.71% 

6.87% 

$ 364,459 

$ 273,660 

1.6577 

$ 453,638 

$ 1,055,839 

$ 1,509,477 

42.96% 

[BI 
RUCO 
FAIR 

VALUE 

$ 4,494,753 

$ 1 14,492 

2.55% 

6.09% 

$ 273,730 

$ 159,238 

1.5996 

I $  254,718 I 
$ 1,055,839 

$ 1,310,557 

24.12% 



EPCOR - Mohave Wastewater District 

Docket NO. WSO1303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 2 
Witness: Michllk 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

53 

54 
55 
56 

DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
Revenue 
Uncollecible Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Conversion Factor (Ll I L5) 

Calculation of Uncollecttible Factor: 
Unity 
Combined Federal and State Tax Rate (Line 23) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 L10 ) 

Calculation of Effective Tax Rate: 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (L12 - L13) 
Applicable Federal Income Tax Rate (Line 55) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Prooertv Tax Factor 
Unity 
Combined Federal and State Income Tax Rate (L17) 
One Minus Combined Income Tax Rate (L18-LIS) 
Property Tax Factor 
Effective Property Tax Factor (LZO'L21) 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

Required Operating Income 
AdjustedTest Year Operating Income (Loss) 
Required Increase in Operating Income (L24 - L25) 

Income Taxes on Recommended Revenue (Col. [E], L52) 
Income Taxes on Test Year Revenue (Col. [B], L52) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

Recommended Revenue Requirement 
Uncollectible Rate (Line IO) 
Uncolllectible Expense on Recommended Revenue (L30*L31) 
Adjusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33) 

Property Tax with Recommended Revenue 
Property Tax on Test Year Revenue 
Increase in Property Tax Due to Increase in Revenue (L35-L36) 
Total Required Increase in Revenue (L26 + L29 + L34 + L37) 

Calculation of Income Tax: 
Revenue 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L56) 
Arizona Taxable Income (L39 - L40 - L41) 
Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable Income (L42 - L44) 
Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
Total Federal Income Tax 
Combined Federal and State Income Tax (L44 + L51) 

[AI 

100.0000% 
0.3620% 

99.6380% 
37.1225% 
62.5155% 
1.599603 

100.0000% 
6.0000% 

94.0000% 
31.9943% 
30.0746% 

36.0746% 

100.0000% 
36.0746% 
63.9254% 

1.6392% 
1.0479% 

37.1 225% 

$ 273,730 
114,492 

$ 159,238 

$ 254,718 
0.5663% 

$ 1,442 
$ 

1,442 

$ 56,626 
52,451 

4,175 
$ 254,718 

Test 
Year 

$ 1,055,839 $ 
$ 941,038 
$ 113,268 
$ 1,533 

Applicable Federal Income Tax Rate [Col. [E], L51 - Col. [B], L51] / [Col. [E], L45 - Col. [B], L45] 

6.0000% 
$ 92 
$ 1,441 
$ 216 
$ 
$ 
$ 
$ 
$ 216 
$ 308 

Calculation of lnterest Svnchronization: 
Rate Base 
Weighted Average Cost of Debt 
Synchronized Interest 

$ 4,494,753 

$ 113,268 
2.5200% 

RUCO 
Recommended 

254,718 $ 1,310,557 
$ 946.656 
$ 113i268 
$ 250,633 

6.0000% 
$ 15,038 
$ 235,595 
$ 7,500 
$ 6,250 
$ 8,500 
$ 52,882 
$ 
$ 75,132 
$ 90,170 

31.9943% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30.2013 

RUCO Schedule 3 
Witness: Coley 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

[AI 
COMPANY 

AS 
FlLED 

$ 8,866.427 

PI 

RUCO 
ADJUSTMENTS 

$ (102,622) 

VI 
RUCO 

AS 
ADJUSTED 

$ 8.763.804 
693,460 

$ 8,172,966 
'408,778' 

$ (511,401) 
1,102,239 

$ 7,661,566 

4 Contributions in Aid of Construction (Cl C) 
5 Less: Accumulated Amortization 
6 NetClAC 

7 

8 Customer Meter Deposits 
9 Customer Deposits 
10 Deferred Income Taxes 8 Credits 

Advances in Aid of Construction (AIAC) 

11 
12 
13 

Regulatory Liability - Over-Collected Depreciation Expense 
Less: Amortization of Reg. Liab. - Over-Collection of Depre. Exp. 

Net Regulatory Liability for Over-Collection of Depre. Exp. 

ADD: 

14 Deferred Debits 

15 Working Capital Allowance 
16 Reconciling Item 

17 Original Cost Rate Base 

References: 
Column [A]: Company as Filed 
Column [B]: Schedule TJC-4 
Column (C): Column (A) + Column (B) 

$ 1,242,320 
307,248 

$ 935,072 

$ 1,916,421 

5 

62,236 

$ 28,717 

17,134 

$ 5,305,082 

$ 227,674 

$ 227,674 

39,449 
7,890 

$ 31,559 

$ 1,469,994 
307,248 

$ 1,162,746 

$ 1,916,421 

5 

62,236 

39,449 
7,890 

$ 31,559 

$ (28,717) 

(10,979) 
(1) 

$ (810,329) 

$ 

6,155 
(1) 

$ 4,494,753 
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EPCOR - Mohave Wastewater Distr ict 
Docket No. WS-O1303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT COMPANY 
NO. NO. DESCRIPTION PROPOSED 

RUCO Schedule 9 
Witness: Radigan 

RUCO RUCO' 
ADJUSTMENTS RECOMMENDED 

RATE BASE ADJUSTMENT NO. 5 - POST-TEST YEAR PLANT AND ACCUMULATED DEPRECIATION 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

41 
42 
43 
44 
45 
46 

47 

48 

361 100 
393000 
380000 
389600 
361100 
371 200 
393000 
380000 
371 200 
371 100 
391 000 
380000 
380000 

Mohave ww - Manholes Replace $ 
Mohave ww -Tools & Equip 
Mohave ww - Wishing Well Treatment Plant 
Mohave ww - GIS Map Books 
Mohave ww - Wishing Well Effluent Line 
Manholes replaced 
Tools & Equip 
Plant Facilities & Equip AZ 
Plant Facilities & Equip A 2  
Plant Facilities & Equip A 2  
Plant Facilities & Equip A 2  
Plant Facilities & Equip AZ 
RPNB Removal of Los Lagos Lift Station & Installation 

Post Test Year 7A Allocated Corporate Plant: 
340300 EMS Webviewer-ArcGIS 
340300 
340300 
304620 
340200 
340300 
304600 
343000 
346200 
340200 
340200 
341400 
304620 
304600 
343000 
343000 
341 400 
3461 00 
3461 00 
341400 
340300 
340300 
340300 
340300 
340200 
340200 
340200 

GIS Data Model Conversion 
Project GPS Software 
A 2  Corp - Phx Office Improvements 
A 2  IT Hardware 
AZ IT Software 
Office & Ops Center - Central Shared 
Tools & Equip -Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center - Phx Office 
Office & Ops Center - Central Div 
Plant Facilities & Equip - A 2  shared 
Tools & Equipment - AZ shared 
Vehicles - AZ shared 
Security - Central Div 
Security - Eastern Div 
RPNB Vehicles- New Valve Truck for Eastern Division 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - A2 
Engineering Project Management - A 2  
Network Redundancy - A 2  
Laptops - AZ 
Monitors - A2 

Post Test Year 6U Allocated Corporate Plant: 
340300 ArcGlS Implementation CA 
340300 
340300 ESRl Project (GIS) 
340300 
340300 SAMSWater & Waste 
340300 A 2  IT Software 

Water USA Win7 Office2012 - CA 

Water USA Win7 Office2012 - US 

Total 

Accumulated Depreciation 

' Amounts may not reflect other adjustments 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony FR 
Column IC]: Column [A] + Column [B] 

(3,330) $ 
(1,560) 
(6,110) 
3,549 

(1 3,792) 

91,747 
25,881 

146 

46 

77 

39 
137 
165 
47 
60 

(99) 

(1) 

1,019 

3,330 $ 
1,560 
6,110 

(3,549) 
13,792 

(91,747) 
(25,881) 

(146) 

(46) 
99 

(77) 
1 

(39) 
(1 37) 
(165) 

(47) 
(60) 

(1,019) 

$ 102,622 $ (102,622) $ 

$ 693,460 $ (3,277) $ 690,183 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-149010 
Test Year Ended June 30,2013 

LINE ACCT. 
- -  NO. NO. DESCRIPTION 

Direct Plant: 

1 
2 

3 

INTENTIONALLY LEFT BLANK FOR MOHAVE WASTEWATER DISTRICT 
RATE EASE ADJUSTMENT NO. 6 -NOT USED 

[AI [BI 

OVER-COLLECTED OVER-COLLECTED 
DEPRECIATION DEPRECIATION 

AMOUNT AMOUNT 

TEST YEAR (“N) END POST TEST YEAR (“PTY”) 

4 District‘s Direct Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense __........_.____________..._... 

REFERENCES: 
Column [AI: Testimony TJC 
Column [El: Testimony TJC 
Column [Cl: Column [A] + Column [B] 
Column ID]: Column [Cl x 20% 

...... 

RUCO Schedule 10 
Witness: Coley 

IC1 [Dl 
TOTAL CREDIT 

OVER-COLLECTED ANNUAL 
DEPRECIATION DEPRE. EXP. 

AMOUNT 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-144010 
Test Year Ended: June 30,2013 

RUCO Schedule 11 
Witness: Coley 

RATE BASE ADJUSTMENT NO, 7 - REGULATORY LIABILITY - AZ-CORPORATE PLANT OVER-COLLECTED DEPRECIATION EXPENSE 

[AI IB l  IC1 [Dl 
TOTAL TOTAL TUBAC 

TY AZ-CORPORATE PTY AZ-CORPORATE TOTAL ALLOCATION 

Allocated Corporate Plant: 
OVER-COLLECTED OVER-COLLECTED OVER-COLLECTED FACTOR 

DEPRECIATION EXP. DEPRECIATION EXP. AMORTIZATION EXP. 

1 304620 Structures 8 Improvements Leasehold $ (24.958) $ (9.888) $ (34,846) $ (305) 
2 340300 Computer Software (3,128354) (721.389) (3,850,243) (33,699) 
3 340330 Computer Software Other (52,912) (18,705) (71,618) (627) 

[El 
CREDIT 
ANNUAL 

DEPRE. EXP. 
20% 

$ (61) 
(6,740) 

(125) 

Trial Balance 
Acct. No. 

4 1568 Software Intangibles 21,439 21,439 188 
5 1569 Software Intangibles Amortization (571,918) (571,918) (5.006) 

6 Software Intangibles Net of Amortization $ (550,478) $ - $  (550,478) $ (4,818) (964) 

7 Total Corporate Over-Collected Depreciation Exp. $ (3,757,203) $ ( 749,982 ) $ ( 4,507,185 ) $ (39,449) (7,890) 

8 District's AZCorporate Plant Over-Collected Depreciation Expense to be Credited to Depreciation Expense .............................................. 1- 

REFERENCES 
Column [A]: Testimony TJC 
Column [E]: Testimony TJC 
Column [C]: Column [A] + Column [E] 
Column ID]: Column [C] x District's Allocation Factor 
Column [E]: Column [D] x 20% 



EPCOR - Mohave Wastewater District 
Docket No. WS-O 1303A-14-00 1 0 
Test Year Ended: June 30,2013 

RATE BASE ADJUSTMENT NO. 8 - REVERSE UNEXPENDED ClAC 

RUCO Schedule 12 
Witness: Coley 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [C]: Column [A] +Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 13 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 9 - REMOVAL OF 24 MONTH DEFERRAL OF ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (“AFUDC”) AND DEPRECIATION EXPNESE 

IAI PI rci 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

Deferred Debits 5 28,717 .$ 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [AI: Company Filing 
Column [ E l  Testimony TJC 
Column [Cl  Column [A] + Column [E] 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 14 
Witness: Coley 

RATE BASE ADJUSTMENT NO. 7 -CASH WORKING CAPITAL 

[AI [B] [C] 
LINE ACCT COMPANY RUCO RUCO’ 
NO. NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 
1 Working Capital Allowance $ 17.134 $ (10,979) 6,155 

[AI 

OPERATING EXPENSES 
Labor 
Purchased Water 
Fuel 8 Power 
Chemicals 
Waste Disposal 8 Other Utilities 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatory Expense 
Insurance Other Than Group 
Customer Accounting (Less Bad Debt Expense) 
Rents 
General Office Expense 
Miscellaneous 
Maintenance Expense 

TAXES 
Property Taxes 
Taxes ~ Payroll 
Taxes -Other 
Income Tax 

Interest Expense 

TOTAL 

’ Amounts may not reflect other adjustments. 

Proforma 
Test Year 
Amount 

PI 

268,572 

46,219 
12,000 
34.306 

161 
37,141 
34,425 
53,082 

725 

14,658 
49.91 1 
8.199 

20,902 
84 

51,102 

56,626 
18,540 
(6,148) 

308 

113.268 

814,082 

Cash 
Working 

Revenue Expense Net Lead/Lag Capital 
Lag (Lead) Lag (Lead) Lag (Lead) Factor Required 

Days Days Days Col. C - Col. D Col. E1365 Coi. B ’ Cot. F 

41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 
41.14 

30.63 
43.67 
50.51 
7.00 

45.46 
30.42 
30.42 
42.46 
(10.72) 
67.98 

64.82 
49.70 
16.48 
29.56 
25.02 
49.77 

10.51 
(2.53) 
(9.37) 
34.14 
(4.32) 
10.72 
10.72 
(1.32) 
51.86 

(26.84) 
41.14 
(23.68) 
(8.56) 
24.66 
11.58 
16.12 
(8.63) 

41.14 213.25 (1 72.1 1 ) 
41.14 26.40 14.74 
41.14 (1 31.29) 172.43 
41.14 41.75 (0.61 ) 

41.14 91.25 (50.1 1 ) 

Cash Workinp Capital Requirement 

Company Working Capita Requirement 

RUCO Cash Working Capital Adjustment 

[9 

0.03 
(0.01) 
(0.03) 
0.09 

(0.01) 
0.03 
0.03 

(0.00) 
0.14 

(0.07) 
0.11 

(0.06) 
(0.02) 
0.07 
0.03 
0.04 
(0.02) 

(0.47) 
0.04 
0.47 

(0.00) 

(0.14) 

[GI 

7.731 

(1,186) 
1,122 
(406) 

5 
1,091 

7.541 
(124) 

(53) 

(951 ) 

554 
663 

4 
(1,209) 

(1 .I 70) 

(26.701) 
749 

(2.904) 
(1 ) 

(15,550) 

(30,796) 

(19,817) 

(10.979) 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony TJC 
Column [Cl: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS41303A-14-0010 
Test Year Ended: June 30,2013 

LINE ACCT 
NO. NO. DESCRIPTION 

RUCO Schedule 15 
Witness: Coley 

COMPANY RUCO RUCO’ 
PROPOSED ADJUSTMENTS RECOMMENDED 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

OPERATING INCOME STATEMENT -ADJUSTED TEST YEAR AND RUCO RECOMMENDED 

DESCRIPTION 

REVENUES: 
Metered Water Sales 
Water Sales-Unmetered 
Other Operating Revenue 
Intentionally Lefl Blank 
Total Operating Revenues 

OPERA TlNG EXPENSES: 
Salaries and Wages 
Purchased Water 
Fuel & Power 
Fuel for Power Production 
Chemicals 
Waste Disposal 
Intercompany Support Services 
Corporate Allocation 
Outside Services 
Group Insurance 
Pensions 
Regulatoty Expense 
Insurance Other Than Group 
Customer Accounting 
Rents 
General Office Expense 
Miscellaneous Expenses 
Maintenance Expense 
Depreciation and Amortization Expense 
General Taxes - Property Taxes 
General Taxes-Other 
Income Taxes 
Interest on Customer Deposits 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C-I 
Column (8): Schedule JMM-14 
Column (C): Column (A) + Column (B) 
Column (D): Schedules JMM-27 and JMM-28 
Column (E): Column (C) + Column (D) 

RUCO Schedule 16 
Witness: Michlik 

[AI [BI [Cl [Dl [El 
COMPANY RUCO 
ADJUSTED RUCO TEST YEAR RUCO 
TEST YEAR TEST YEAR AS PROPOSED RUCO 
AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ 1,052,210 $ $ 1,052,210 $ 254,718 $ 1,306,928 

3,629 3,629 3,629 

$ 1,055,839 $ $ 1,055,839 $ 254,718 $ 1,310,557 

$ 268,572 

46,241 

12,000 
34,306 

161 
58,694 
34,425 
53,082 

725 
11,993 
14,658 
53,827 

8,199 
20,902 

84 
51,102 

257,946 
53,660 
12,392 

(27,928) 

$ $ 268,572 $ 

(22) 46,219 

12,000 
34,306 

161 
(21,553) 37,141 

34.425 

(5,027) 

(24,120) 
(1,209) 

28,236 

53,082 
725 

6,966 
14,658 
53,827 
8,199 

20,902 
84 

51,102 
233,826 

52,451 
12,392 

308 

1,442 

4,175 

89,862 

$ 268,572 

46,219 

12,000 
34,306 

161 
37,141 
34,425 
53,082 

725 
6,966 

14,658 
55,269 

8,199 
20,902 

84 
51,102 

233,826 
56,626 
12,392 
90,170 

$ 965,040 $ (23,694) $ 941,347 $ 95,480 $ 1,036,826 
$ 90,799 $ 23,694 $ 114,492 $ 159,238 $ 273,730 





EPCOR - Mohave Water District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 18 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 1 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 19 
Witness: Michlik 

COMPANY RUCO RUCO’ 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 2 - NOT USED 

5 Fuel and Power 
6 
7 Chemicals 
8 

’ Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ - $  - $  



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 20 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 3 - NOT USED 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. DESCRIPTION 

RUCO Schedule 21 
Witness: Michlik 

COMPANY RUCO RUCO 
PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 4 - REMOVE APS ESTIMATED POWER COSTS 

Mohave Water District 
Paradise Valley Water District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater District 
Total 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 

$ (128) 

$ (13) 

$ (41,231) 
$ (53,302) 

$ (22) 
$ 194.695) 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 22 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 5 - NOT USED 

[AI PI [CI 
I LINE I I COMPANY I RUCO I RUCO I 
I NO. I DESCRIPTION I PROPOSED I ADJUSTMENTS I RECOMMENDED 

1 Chemicals !$ - $  - $  

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 23 
Witness: Smith 

OPERATING INCOME ADJUSTMENT NO. 6 - CORPORATE ALLOCATION EXPENSE 

3 RUCO's Summary of Corporate Allocation Disallowances 
4 Short-Term Incentive Plan (STIP) $ (15,497) 
5 Mid-Term Incentive Plan (MTIP) ' $ (5,585) 
6 IT Affiliated Charges Expenses -Account 5628 $ (147) 
7 Advertising, Promotions and Donations $ (324) 
8 Total $ (21,553) 

' Amounts may not reflect other adjustments. 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony RAS 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-01303A-14-0010 
Test Year Ended: June 30,2013 

LINE 
NO. 

RUCO Schedule 24 
Witness: Michlik 

COMPANY RUCO RUCO 
DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

OPERATING INCOME ADJUSTMENT NO. 7 -ADJUST RATE CASE EXPENSE 

Percentage 

Company 
Proposed Rate 
Case Expense 

I 

Mohave Water District 27% $ 178,318 
Paradise Valley Water District 25% $ 161,530 

Tubac Water District 3% $ 17,890 
Sun City Water District 40% $ 262,102 

RUCO 
Recommended Rate 

Case Expense 
$ 89,159 
$ 80,765 
$ 131,051 
$ 8,945 

Normalized 
over 3 Years 

$ 29,720 
$ 26,922 
$ 43,684 
$ 2,982 

Mohave Wastewater District 5% $ 30,160 $ 15,080 $ 5,027 
Total 100% $ 650,000 $ 325,000 $ 108,333 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket No. WS-OI303A-14-0010 
Test Year Ended: June 30,2013 

RUCO Schedule 25 
Witness: Michlik 

OPERATING INCOME ADJUSTMENT NO. 8 - NOT USED 

[AI PI [Cl 
LINE COMPANY RUCO RUCO’ 
NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED 

1 Maintenance Expense $ - $  - $  

Amounts may not reflect other adjustments. 1 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
Column [C]: Column [A] + Column [B] 



EPCOR - Mohave Wastewater District 
Docket NO. WS-O1303A-14-0010 
Test Year Ended June 30,2013 

RUCO Schedule 26 
Witness: Michlik 

Page 1 of 2 

OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

LINE ACCT 
NO. NO. DESCRIPTION 

1 335000 Hydrants 
2 352000 WW Franchises 
3 354200 WW Struct 8 Imp Coli 
4 354400 WW Struct 8 Imp TDP 
5 355400 WW Pwr Gen Equip TDP 
6 360000 WW Collection Sewers Forced 
7 361100 WW Collecting Mains 
8 362000 WW SDecial Coll Struct 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

363000 
364000 
371100 
380000 
380050 
380100 
360300 
380500 
360600 
380625 
389600 
390200 
390300 
393000 
394000 

395000.0 
396000 

ww Sirvices Sewer 
WW Flow Measuring Devices 
WW Pump Equip Elect 
WW TD Equipment 
WW TD Equip Grit Removal 
WW TD Equip Sed Tanks/Acc 
WW TD Equip Sidge Dry/Filt 
WW TD Equip Chem Trmt Plt 
WW TD Equip 0 th  Disp 
WW TD Equip Gen Trmt 
WW Other P/E-CPS 
WW Computers 8 Peripheral 
WW Computer Software 
WW Tool Shop 8 Garage Equip 
WW Laboratory Equipment 
WW Power Operated Equip 
WW Communication EaUiD 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

397000 

Corporate 
304500 
304620 
334100 
339600 
340100 
340200 
340300 
340330 
344000 
346100 
3461 90 
346200 
346300 
347000 

WW Misc Equipment 
Total Plant 

! Plant Allocation 
Structures 8 Improvements General 
Structures & Improvements Leasehold 
Meters 
Other P/E-CPS 
Office Furniture 8 Equipment 
Computer & Periphal Equipment 
Computer Software 
Computer Software Other 
Laboratory Equipment 
Communication Equipment Non-Telephone 
Remote Control & instrument 
Communication Equipment Telephone 
Communication Equipment Other 
Miscellaneous Equipment 
Total Corporate Plant Allocation 

46 Post Test Year Plant 
47 361 100 Mohave ww - Manholes Replace 
48 393000 Mohave ww - Tools 8 Equip 
49 380000 Mohave ww - Wishing Well Treatment Plant 
50 389600 Mohave ww - GIS Map Books 
51 361100 Mohaveww- Wishing Well Effluent Line 
52 371200 Manholes replaced 
53 393000 Tools & Equip 
54 380000 Plant Facilities & Equip AZ 
55 371200 Plant Facilities & Equip AZ 
56 371 100.0 Plant Facilities 8 Equip A2 
57 391000.0 Plant Facilities & Equip A2 
58 380000 Plant Facilities 8 Equip A2 

59 380000 gravity main 

60 Total Post Test Year Plant 

RPNB Removal of Los Lagos Lift Station & installation 

IN 
PLANT In NonDepreclable 
SERVICE or Fully Depreciated 
Per RUCO PLANT 

$ - $  
$ 364 $ 
$ 196,581 $ 
$ 1,047,352 $ 
$ 142,907 $ 
$ 5,385 $ 
$ 2,736,991 $ 
S 138.063 5 
$ 530:25; $ 
$ 218,748 $ 
$ 82.445 $ 
$ 902,234 $ 
$ 135.165 $ 
$ 336,115 $ 
$ 3 9 , 1 1 3 $  
$ 232,909 $ 
$ 28,914 $ 
$ 1,816,565 $ 
$ - $  
$ 10,496 $ 
$ - $  
$ 73.127 $ 
$ 14,336 $ 
$ 16,703 $ 
$ 26.322 5 

364 

[Cl 
DEPRECIABLE 

PLANT 
(Col A - Col 6) 

$ 
$ 
$ 196,581 
$ 1,047,352 
$ 142,907 

$ 2,738.991 
$ 5.385 

$ 138.063 
- $  530,251 
- $  218,748 
- $  82,445 
- $  902,234 
- $  135,165 
- $  336,115 
- $  39,113 
- $  232,909 
- $  28.914 
- $ 1,818.565 
- $  
- $  10,496 
- $  
- $  73,127 
- $  14,336 
- $  16,703 
- 5  26.322 

DEPRECIATION 

Col C x Col D 
DEPRECIATION EXPENSE 

0.00% $ 
0.00% $ 
3.33% $ 6,553 
2.00% $ 20.947 
3.33% $ 4,764 
1.43% $ 77 
1.43% $ 39,128 
3.33% $ 4,602 
2.00% $ 10,605 
6.67% $ 14,583 
5.00% $ 4,122 
5.00% $ 45.112 
5.00% $ 6,756 
5.00% $ 16,806 
5.00% $ 1,956 
5.00% $ 11,645 
5.00% $ 1,446 
5.00% $ 90,928 

10.00% $ 
10.00% $ 1,050 
4.00% $ 
4.00% $ 2,925 
4.00% $ 573 
5.00% $ 835 

~ . ~~ 10.00% $ 2,632 
$ - $  - $  6.67% $ 
$ 8,735,088 $ 364 $ 8,734.724 $ 288,048 

$ 853 $ 
$ 174 $ 
$ 103 $ 
$ 3,194 $ 
$ 1 1 , 0 5 5 $  
$ 7,163 $ 
$ 132 $ 
$ 56 $ 
$ 151 $ - $  151 4.00% $ 6 
$ 1,629 $ - $  1,629 10.00% $ 163 
$ 133 $ - $  133 10.00% $ 13 
$ 467 $ - $  467 10.00% $ 47 
$ 43 $ - $  43 10.00% $ 4 
$ 3,564 $ - $  3,564 6.25% $ 223 
$ 28,716 $ - $  28,716 $ 1,848 

853 2.50% $ 
174 2.50% $ 
103 8.33% $ 

3,194 3.33% $ 
11,055 4.50% $ 
7,163 10.00% $ 

132 20.00% $ 
56 20.00% 5 

21 
4 
9 

106 
497 
716 
26 
11 

1.43% $ 
4.00% $ 
5.00% $ 
3.33% $ 
1.43% $ 
5.00% $ 
5.00% $ 
5.00% $ 
4.00% $ 
5.00% $ 
5.00% $ 
5.00% $ 

5.00% $ 

$ 
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OPERATING INCOME ADJUSTMENT NO. 9 - DEPRECIATION EXPENSE ON TEST YEAR PLANT 

1A1 [Bl rci 101 [El 

DEPRECIATION PLANT In NonDepreciable DEPRECIABLE 

LINE ACCT SERVICE or Fully Depreciated PLANT DEPRECIATION EXPENSE 

NO. NO. DESCRIPTION Per RUCO PLANT (Col A - Col B) RATE (Col C x Col D) 
1 Post Test Year Corporate Plant 
2 340300 EMS Webviewer-AEGIS 
3 340300 
4 340300 
5 304620 
6 340200 
7 340300 
8 304600 
9 343000 
10 346200 
11 340200 
12 340200 
13 341400 
14 304620 
15 304600 
16 343000 
17 343000 
18 341400 
19 346100 
20 346100 
21 341400 
22 340300 
23 340300 
24 340300 
25 340300 
26 340200 
27 340200 
28 340200 
29 340300 
30 340300 
31 340300 
32 340300 
33 340300 
34 340300 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

GiS Data Model Conversion 
Project GPS Software 
AZ Con::: - Phx Office Improvements 
AZ IT Hardware 
AZ IT Software 
Office 8 Ops Center - Central Shared 
TOOIS 8 Equip - Central Shared 
Video Conferencing Solution 
Laptops 
Servers 
Vehicles 
Office & Ops Center- Phx Office 
Office 8 Ops Center - Central Div 
Piant Facilities 8 Equip ~ AZ shared 
Tools 8 Equipment -AZshared 
Vehicles - A2 shared 
Security - Central Div 
Security - Eastem Div 
RPNB Vehicles- New Valve TNck for Eastem Division 
Business Systems Upgrade - AZ 
GIS Upgrades/ Enhancements - AZ 
Engineering CMMS - A2 
Engineering Projea Management - AZ 
Network Redundancy - A2 
Laptops - AZ 
Monitors - AZ 
ArcGlS Implementation CA 
Water USA Win7 Office2012 - CA 
ESRl Project (GiS) 
Water USA Win7 Office2012 - US 
SAMSWater & Waste 
A2 IT Software 
Total Post Test Year Plant 

Total 

Composite Depreciation Rate: 
Contributions in Aid of Construction ("CIAC"): 
Amortization of CIAC: 

Depreciation Expense before Amortization of CIAC: 
Less Amortization of CIAC: 
Test Year Depreciation Expense - RUCO 

Test Year Depreciation Expense - Company 

Test Year Adjustment to Depreciation Expense 

$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 
$ - $  - $  2.50% $ 
$ - $  - $  10.00% $ 
$ - $  - $  2.50% $ 
$ - $  - $  2.50% $ 
$ - $  - $  4.00% $ 
$ - $  - $  10.00% $ 
$ - $  - $  10.00% $ 

- $  - $  10.00% $ 
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 
$ - $  - $  

- $  - $  20.00% $ 
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 
$ - $  - $  
$ - $  - $  20.00% $ 
$ - $  - $  20.00% $ 

- $  - $  20.00% $ 
16.67% $ 

$ 
$ - $  - $  

- $  - $  20.00% $ 
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 

- $  - $  
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 

- $  - $  
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 

- $  - $  
20.00% $ 

$ 
$ - $  - $  

- $  - $  20.00% $ 
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 

- $  - $  
20.00% $ 

$ 
- $  - $  

20.00% $ 
$ 

- $  - $  
$ 

$ 
$ - $  - $  

$ 289,896 $ 8,763,804 $ 364 $ 8,763,441 

3.31% 
$ 1,469,994 
$ 48.657 

$ 289,896 
$ 48,657 
$ 241,239 

$ 256,547 

$ (15,308) 

RUCOs Removal of 24 month AFUDC Amortization Depreciation Expense 

Amortization of Regulatoly Liability Over 5 Years 
Corporate Piant 

Total RUCO Adjustments (lines 110+112+114) 

Company Depreciation 

RUCOs Adjustmented Depreciation Expense 

References: 
Column [A]: Schedule TCJ-4 
Column [E]: From Column [A] 
Column [Cl: Column [AI - Column [Bl 
Column ID]: Staffs Typical Engineering Depreciation Rates 
Column [E]: Column [C] x Column [D] 

(39,449) 

$ (922r 

$ (7,889.821 

$ (24,120) 

$ 257,946 

$ 233,826 
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RUCO 

OPERATING INCOME ADJUSTMENT NO. 10 - PROPERTY TAX EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

RUCO Adjusted Test Year Revenues 
Weight Factor 
Subtotal (Line 1 * Line 2) 
RUCO Recommended Revenue, Per Schedule JMM-1 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 * Line 8) 
Plus: 10% of CWlP - 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 * Line 13) 
Composite Property Tax Rate (Per Company Schedule) 

RUCO Test Year Adjusted Property Tax (Line 14 * Line 15) 
Company Proposed Property Tax 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Expense Due to Increase in Revenue Requirement 

Increase to Property Tax Expense 
Increase in Revenue Requirement 
Increase to Property Tax per Dollar Increase in Revenue (LinelS/Line 20) 

$ 1,055,839 
2 

2,111,678 
1,055,839 
3,167,517 

3 
1,055,839 

2 
2,111,678 

21,457 

2,133,135 
18.1% 

385,735 
13.5976% 

$ 52,451 
53,660 

$ (1,209) 

$ 1,055,839 
2 

$ 2,111,678 
$ 1,310,557 

3,422,235 
3 

$ 1,140,745 
2 

$ 2,281,490 
21,457 

$ 
$ 2,302,947 

18.1% 
$ 41 6,442 

13.5976% 
$ 

$ 56,626 
$ 52,451 
$ 4,175 

$ 4,175 
254,718 

1.639234% 

REFERENCES: 
Column [A]: Company Filing 
Column [B]: Testimony JMM 
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OPERATING INCOME ADJUSTMENT NO. 11 - TEST YEAR INCOME TAXES 

LINE 
NO. DESCRl PTI ON 
1 
2 
3 
4 Calculation of Income Tax: 
5 Revenue (RUCO Schedule 1) 
6 Operating Expenses Excluding Income Taxes 
7 Synchronized Interest 
8 Arizona Taxable Income 
9 Arizona State Income Tax Rate 
10 Arizona Income Tax 
1 1  Federal Taxable Income 
12 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
13 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25% 
14 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34% 
15 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39% 
16 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) @ 34% 
17 Total Federal Income Tax 
18 Combined Federal and State Income Tax 
19 
20 
2 1 Calculation of lnterest Synchronization: 
22 Rate Base (RUCO Schedule 4) 
23 Weighted Average Cost of Debt 
24 Synchronized Interest 
25 
26 

Test Year 
$ 1,055,839 
$ 941,038 
$ 1 13,268 
$ 1,533 

6.0000% 
$ 92 
$ 1,441 

rs 308 

$ 4,494,753 
2.52% 

$ 1 1  3,268 

27 
28 
29 

Income Tax - Per RUCO $ 308 
Income Tax - Per Company $ (27,928) 

RUCO Adjustment $ 28,236 
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1 I. 

2 Q. 

3 A. 
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5 
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7 

8 Q. 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

INTRODUCTION 

PLEASE STATE YOUR FULL NAME, ADDRESS, AND OCCUPATION. 

My name is Frank W. Radigan. I am a principal in the Hudson River Energy Group, 

a consulting firm providing services in electric, gas and water utility industry 

matters, and specializing in the fields of rates, planning and utility economics. My 

office address is 237 Schoolhouse Road, Albany, New York 12203. 

PLEASE DESCRIBE THE HUDSON RIVER ENERGY GROUP. 

The Hudson River Energy Group (“HREG”) is an engineering consulting firm 

specializing in the fields of rates, planning, economics and utility operations for the 

electric, natural gas, steam and water utility industries. HREG- was founded in 

1998 and has served a wide variety of clients including municipal utilities, 

government agencies, state commissions, consumer advocates, law firms, industrial 

companies, power companies, and environmental organizations. HREG conducts 

rate design and cost of service studies, and designs performance based rate plans. 

HREG also assists clients in handling the complexities of deregulation and 

restructuring, including Open Access Transmission Tariff pricing, unbundling of 

rates, resource adequacy, transmission planning policies and power supply. During 

HREG’s existence, we have proffered our expertise before the Federal Energy 

Regulatory Commission (“FERC”) and a large number of utility commissions 

across the country.- 

ME1 18987602v.2 
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1 Q- 

2 

3 A. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

PLEASE SUMMARIZE YOUR EDUCATION AND BUSINESS 

EXPERIENCE? 

I received a Bachelor of Science degree in Chemical Engineering from Clarkson 

College of Technology in Potsdam, New York (now known as “Clarkson 

University”) in 198 1. I received a Certificate in Regulatory Economics fiom the 

State University of New York at Albany in 1990. From 1981 through February 

1997, I served on the Staff of the New York State Public Service Commission 

(“NYPSC”) in the Rates and System Planning sections of the Power Division. My 

responsibilities included, resource planning and the analysis of rates, depreciation 

rates and tariffs of electric, gas, water and steam utilities in the state. These duties 

also encompassed rate design, performing embedded and marginal cost of service 

studies, as well as depreciation studies. 

Before leaving NYPSC, I was responsible for directing all engineering staff during 

major proceedings, including those relating to rates, integrated resource planning 

and environmental impact studies. In February 1997, I left NYPSC and joined the 

firm of Louis Berger & Associates as a Senior Energy Consultant. In December 

1998, I formed my own company. 

In my 33 years of experience, I have testified as an expert witness in utility rate 

proceedings on more than 100 occasions before various utility regulatory bodies, 

including: the Arizona Corporation Commission, the Connecticut Department of 

2 
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7 
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10 
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12 

13 

14 

15 Q. 

16 A. 

17 

18 Q. 

19 

20 A. 

21 

22 

Public Utility Control, the Delaware Public Service Commission, the Illinois 

Commerce Commission, the Maryland Public Service Commission, the 

Massachusetts Department of Telecommunications and Energy, the Michigan 

Public Service Commission, the Mississippi Public Service Commission, NYPSC, 

the New York State Department of Taxation and Finance, the Nevada Public 

Utilities Commission, the North Carolina Utilities Commission, the Pennsylvania 

Public Utility Commission, the Public Service Commission of the District of 

Columbia, the Public Utilities Commission of Ohio, the Rhode Island Public 

Utilities Commission, the Vermont Public Service Board, and the FERC. 

Currently, I advise a variety of regulatory commissions, consumer advocates, 

municipal utilities, and industrial customers concerning rate matters, including 

wholesale electricity rates and electric transmission rates. A copy of my resume is 

attached as Exhibit- (FWR-1). 

FOR WHOM ARE YOU APPEARING? 

I am testifying on behalf of the Residential Utility Consumer Office (“RUCO”). 

WERE YOUR TESTIMONY AND EXHIBITS PREPARED BY YOU OR 

UNDER YOUR DIRECT SUPERVISION AND CONTROL? 

Yes, they were. 

3 



1 11. 
2 
3 Q* 
4 
5 A. 

6 

7 

8 

9 

10 Q. 

11 

12 A. 

13 

14 

15 

16 

17 

SCOPE OF TESTIMONY 

WHAT IS THE SCOPE OF YOUR TESTIMONY IN THIS PROCEEDING? 

I have been asked to review the engineering justification and ratemaking need for 

EPCOR Arizona Water, Inc.’s (“EPCOR” or “the Company”) proposed post-test 

year plant additions, the proposed System Improvements Benefits surcharge 

mechanism (“SIB”) and to comment on EPCOR’s depreciation rates. 

HAVE YOU PREPARED AND EXHIBITS IN SUPPORT OF YOUR 

RECOMMENDATIONS? 

Yes, I have prepared three exhibits: 

Exhibit - (FWR-1) --- Resume of Frank W. Radigan 

Exhibit - (FWR-2) --- Historic and Proposed Replacements of Meters, Services, 

Valves and Miles of Main. 

Exhibit-(FWR-3) --- Discovery question and response on Useful Lives 

18 SUMMARY OF TESTIMONY 

19 Q. PLEASE SUMMARIZE YOUR TESTIMONY. 

20 A. 

21 

22 

23 

24 

Based on the Commission’s guiding principles that the addition of post-test year plant 

is only appropriate to protect the utility’s financial health or that the project in question 

is somehow special or unusual (i.e. vitally essential to provide service, substantial in 

cost or is revenue neutral), a significant portion of the proposed post-test year plant 

should be disallowed from rates at this time. The vast majority of the proposed 

4 



9 

10 

11 

12 

13 

14 

15 

projects are just routine (i.e., tools or transportation equipment). In addition, a good 

portion of the proposed projects also violates the Commission’s matching principal 

that any expenses should be matched to any corresponding revenues related to the 

expense. Here, services, meters and valves are being replaced in order to reduce lost 

and unaccounted for water (i.e., meters, services and concomitant valves). Yet, since 

the Company is not proposing to share the resultant increased revenues with 

ratepayers the proposed projects are only a benefit to stockholders. Ratepayers should 

not get the bill but not the benefits. 

I propose that only projects that are large in size (greater than $250,000), essential to 

safe and reliable service, and were in-service six months after the end of the test year 

be allowed in rates. Of all of the proposed projects by the Company, only three meet 

these criteria. The remaining projects should not be allowed in rates and this 

recommendation results in the following recommended adjustments for each EPCOR 

operating entity. 

16 

All Projects - Forecast, Actual and Proposed Post Test Year Plant 

Final 
RUCO Adjustment 

Forecast Actual RUCO Adj. Proposed From Forecast 

Mohave $ 7,754,942 $ 6,972,387 $ (6,121,254) $ 851,134 $ (6,903,808) 
Mohave Wastewater $ 164,751 $ 123,121 $ (123,121) $ - $ (164,751) 
Tubac Water $ 51,247 $ 28,695 $ (28,695) $ - $ (51,247) 
Paradise Valley Water $ 3,133,841 $ 2,933,450 $ (1,654,338) $1,279,112 $ (1,854,729) 
Sun City $ 4,213,353 $ 2,092,125 $ (2,092,125) $ - $ (4,213,353) 

17 Total $15,318,134 $ 12,149,778 $ (10,019,533) $2,130,245 $ (13,187,889) 
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In this case, over 63% of the proposed spending is for the replacement of meters, 

services and valves, which are being done to reduce water losses. Between rate 

cases, reduced water losses increases revenues to the Company and give no rate 

related’ benefit to the customers. It is unfair to ask customers to pay for projects 

but deny them the benefits of the project. Moreover, this utility is already 

aggressively replacing meters, services and valves without a SIB. As such, the 

Company has not shown that it needs the financial protection that a SIB provides 

in order to continue to replace meters services and valves. 

I recommend that the proposed SIB by the Company be denied in its totality at this 

time. Here, like the Commission’s criteria for post-test year plant additions, a SIB is 

not a right to the utility but may be granted under special circumstances. By definition 

since it is providing a return on investment for a future period without due recognition 

of matching revenues and expenses a surcharge mechanism such as the SIB violates 

the matching principle. Thus, a SIB is only appropriate if it is required to protect the 

utility’s financial health or that the project in question is somehow special or unusual 

(i.e. vitally essential to provide service, substantial in cost or is revenue neutral) and 

it is legal (see the testimony of RUCO witness Robert Mease). 

For additional discussion on ratepayer benefits and the relation to the SIB see testimony 
of Robert Mease. 
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As to the issue of main replacement, while I take no issue with the need to replace 

mains at a cost of $1 0.4 million and replacing 2.1 miles of main per year, these 

figures are in line with historical averages, approximately 1.8 miles per year, and I 

do not see any need for special treatment. 

Taking the existing plant replacement program is proceeding on its own now, I 

believe the appropriate cost recovery mechanism for the engineering projects 

contained in the SIB is a traditional rate case proceeding wherein the Company 

recovers costs for investments already made, rather than on a prospective basis- 

which is the case with the SIB. The use of the historic test year gives the utility 

every incentive to place truly necessary projects into service, all the while 

minimizing their costs. The SIB does not provide such incentive to the Company, 

which appears evident from the amounts and types of proposed improvments. 

I have also been asked to comment on EPCOR’s depreciation rates and the fact that 

the utility has been over recovering depreciation expense for certain asset groups. 

First, as will be discussed supra the utility has a plan to replace aging mains and 

services based on their purported useful lives but is unable to give a clear definition 

of what a useful life for an asset class is. Depreciation studies are very usefkl in 

this regard, as the study is an actuarial examination of how property survives over 

time. With this information, one can then make reasonable estimates of how long 

the property might last. This expected life information can be obtained for certain 
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vintages or pipe type and this would be extremely helpfbl in capital planning. For 

example, if one had a concern that a type of material for a water main was failing 

one could then use the actuarial analysis to predict the life expectancy of the 

remaining mains and plan replacement work accordingly. Thus, if the expected life 

of concrete water mains was 15 years then one could plan a program over those 

fifteen years to replace the concrete mains. This is in direct contrast to the existing 

Company method of just declaring all pipe of a certain vintage or pipe types is 

vulnerable and replace all pipe as soon as possible. Secondly, here, there has not 

been a depreciation study for a number of years and it was found that the existing 

rates have resulted in large over recoveries of certain asset groups. 

Depreciation studies are also useful in assessing if the current rates are reasonable 

and if they should change over time. Another aspect of depreciation studies is the 

fact that any over or under recoveries of depreciation reserves can be identified. 

This examination of how much should be in the reserve versus how much is in the 

reserve is known as a reserve study. If existing service lives are too short, there 

will be an excess in reserves as the plant did not retire as assumed and too much 

depreciation expense was accumulated. The reverse is true if existing service lives 

are too short. If only small over or under recoveries are found, changes to the rates 

may adequately address the issue. If large changes are found amortizations 

(positive or negative) may be used so that neither the utility nor the customer is 

unduly burdened with incorrect rates. In this case, Mr. Coley, RUCO’s rate analyst, 
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has found large over depreciation of depreciation expense for certain asset groups 

and recommends that the over recovery be removed from rates. I agree with that 

recommendation given the relatively large amount of money involved and 

recommend that the utility be directed to perform a depreciation study and reflect 

the results of that study in its next rate filing. 

Post Test Year Plant 

Q. 

A. 

COULD YOU PLEASE SUMMARIZE WHAT THE COMPANY PROPOSES 

WITH REPSECT TO POST TEST YEAR PLANT IN THIS PROCEEDING? 

Yes. As testified by Company witness Mike Worlton the Company is requesting post- 

test year capital projects in Sun City Water, Mohave Water, Mohave Wastewater, 

Tubac Water and Paradise Valley Water (See Worlton Direct at page 3). For these 

districts, the Company is proposing post-test year plant additions of $15,318,135 

consisting of what the Company calls “Investment Projects” and “Recurring Projects” 

(Ibid). Regardless of what category the projects lie within, the Company states that 

all of the proposed plant additions are necessary investments for the Company to 

continue to provide its customers with safe and reliable water and wastewater services. 

Investment Projects account for $8.9 million of the post-test year plant out of a total 

of $15.3 million requested. Descriptions of what projects fall within the Investment 

Projects and which fall within the Recurring Projects will be discussed supra. A 

detailed breakdown of proposed plant addition costs by District and category is 

provided in Mr. Worlton’s testimony at page 3. 
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3 A. 
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WHAT IS THE COMMISSION’S POLICY WITH RESPECT TO POST TEST 

YEAR PLANT? 

I believe the best description of the Commission’s guiding principles is that used in 

Decision No. 714102. There the Commission explained that its rules require the end 

of the test year, which is the one-year historical period used in determining rate 

base, operating income and rate of return, to be the most recent practical date 

available prior to the filing (Ibid at page 19). The Commission noted that a utility 

has the freedom to choose a test year that includes all major rate base and operating 

income items needed to support its rate application, and to include pro forma 

adjustments to its chosen test year (Ibid at page 20). The Commission further noted 

that matching is a fundamental principle of accounting and ratemaking, and the 

absence of matching distorts the meaning of, and reduces the usefulness of, 

operating income and rate of return for measuring the fairness and reasonableness 

of rates (Ibid). 

In that case, the Commission adopted several Staff adjustments in the case to 

remove proposed post-test year plant additions from the rate setting process. In its 

direct testimony in the case, Staff explained that the matching principle is the reason 

Docket No. W-01303A-08-0227 - Application of Arizona-American Water Company, an Arizona 
Corporation, for a determination of the current fair value of its utility plant and property and for increases 
in its rates and charges based thereon for utility service by its Agua Fria Water District, Havasu Water 
District, Mohave Water District, Sun City West Waste District and Tubac Water District and Docket No. 
SW-0 1303A-08-0227 - Application of Arizona-American Water Company, an Arizona Corporation, for 
a determination of the current fair value of its utility plant and property and for increases in its rates and 
charges based thereon for utility service by its Mohave Wastewater District, Decision No. 71410. 
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that the Commission has allowed inclusion of post-test year plant in rate base only 

in special and unusual situations, which could be summarized as follow: 

1) when the magnitude of the investment relative to the utility's total 
investment is such that not including the post-test year plant in the 
cost of service would jeopardize the utility's financial health; 

2) the cost of the post-test year plant is significant and substantial; 

3) the net impact on revenue and expenses for the post test year plant is 
known and insignificant (or is revenue-neutral); and 

4) the post-test year plant is prudent and necessary for the provision of 
services and reflects appropriate, efficient, effective, and timely 
decision-making (Ibid). 

DO YOU AGREE WITH THIS REASONING? 

Yes, regardless of whether the regulatory agency uses an historic test year or hlly 

forecast rate year the matching principal is what controls. Only by matching costs 

and revenues allows the test period to be the proper basis for setting rates that are 

just and reasonable. For example, the inclusion of costs without matching revenues 

may produce excessive rates. Similarly, the inclusion of revenues without matching 

costs may deny the utility reasonable rates. 

COULD YOU PLEASE COMMENT ON WHAT OTHER REGULATORY 

AGENCIES ALLOW? 

Yes, a representative sampling of other states rulings on this matter show that the 

Arizona Commission's criteria is quite common. In a recent Colorado in Public 

Service Company of Colorado case, the Office of Consumer Counsel provided a clear 
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explanation of the policy in that State. Post-test year plant additions are only allowed 

when “a compelling case can be made that they are outside of the “ordinary course of 

business”, if they are of unusual magnitude, and if there is concomitant inclusion of 

the additional revenue that will be received from providing service from the post-test 

year plant  addition^."^ 

The Texas Administrative Code states that post-test year adjustment will only be 

considered if the addition comprises at least 10% of the utility’s requested rate base 

or where the attendant impacts on all aspects of a utility’s operation can be identified, 

quantified and matched! 

In Maryland, an Administrative Law Judge summarized the Maryland Public Service 

Commission’s policy as follows: 

“Adjustments to historic test year data should reflect the relationship between 
sales, expense, and rate base that can reasonably be expected to exist during 
the rate effective period. The return that will be earned is a function of the 
relationship between these items - it is not dependent upon only one of them. 
Selective projection of only one element in the equation is not appropriate. 
Adjustments to the test year relationship must be balanced and should, so far 
as possible, reflect all predictable changes to the test year relationship. The 
Commission’s precedent permits adjustments for known and measurable 
changes from test year totals because known and measurable changes suggest 
that the test year relationship between the cost of service items will ~hange.”~ 

Docket No. 09AL-299E - In the matter of Advice Letter No. 1535 by Public Service Company of 
Colorado to revise its Colorado PUC No. Electric Tariff to reflect revised rates and rate scheduled to be 
effective on June 5, 2009, Supplemental Post-Hearing Statement of Position of the Colorado Office of 
Consumer Counsel. 
Texas Administrative Code, Title 16, Part 2, Chapter 26, Subchapter J, Rule Section 26.201. 
Case No. 8959 - In the matter of the application of Washington Gas Light Company for authority to 
increase existing rates and charges for gas service and to implement an incentive rate plan - Proposed 
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PLEASE EXPLAIN WHAT THE COMPANY MEANS BY INVESTMENT 

PROJECTS? 

As explained by Company witness Worlton Investment Projects are projects that are 

designed to ensure quality water service, resolve operational challenges, and comply 

with regulatory requirements (Worlton direct at page 3). In this case, the Company 

proposes seven Investment Projects: one in Sun City, one in Paradise Valley Water 

and five in Mohave Water. A description of each project and my comments on their 

eligibility to be included in post-test year plant follow. 

For Sun City, the Company proposes Project # 37902 Replacement of Well #8.3. This 

project was undertaken because the existing well built in 1975 was in extremely poor 

condition, had diminishing capacity, and had a history of repairs and temporary fixes 

(Worlton Direct at page 6). At the time of the Company’s filing, the project was 

scheduled to be complete by June 2014 (Worlton Direct at page 7). As of the 

Company’s latest update of post-test year plant filed on (Response to RUCO DR 

1.22), the project has not yet closed to books and should not be included in post-test 

year plant. 

For Paradise Valley, Project #279005 is for improvements to the existing Pump 

Station at the Paradise Valley Country Club. The pump station was built in the 1950s 

Order of the Hearing Office, page 6.  
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and rehabilitated in 1996 (Worlton Direct at page 1 1). The technology of the existing 

pump station was inefficient and unable to meet peak demand if a contingency 

occurred (Ibid). The project included replacement of all the pumps with new pumps 

that are more energy efficient and meet design flow and required pressure 

requirements (Worlton Direct at page 12). This project was completed in September 

2013 with most cost closed to plant by then and the Company has reported that over 

99% of the costs were closed to books by December 2013 (Response to RUCO DR 

1.22). Since this project is of substantive costs and was, essentially in-service within 

six months from the end of the test year this project should be included in post-test 

year plant. 

PLEASE DISCUSS THE INVESTMENT PROJECTS FOR MOHAVE 

WATER 

The first Mohave Water Investment Project is Project #279011 -- Laredo Vista Well 

#2. This project was undertaken to meet maximum day demand requirements and to 

provide secure supply under contingency conditions (Worlton Direct at page 7). The 

project was forecast to be in service in March 2014 at a total cost of approximately 

$2.5 million (Worlton Direct at page 8). This project was only a little over half 

complete at the end of December 2014 (Response to RUCO DR 1.22). As it was not 

essentially complete within six months of the end of the test year I believe this project 

fails the matching principal guideline laid out by the Commission. As such, this 

project should not be included in post-test year plant. 
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The second Mohave Water Investment Project is Project #379008 - Well #16.4. This 

project was undertaken because the existing well (Well #16.2) was in poor condition 

and had diminishing capacity to meet demand (Worlton Direct at page 8). The project 

was forecast to be complete by June 20 14 at a total cost of approximately $1.9 million 

(Worlton Direct at page 8). This project was completed in the field in February 2014 

and final project close outs were not completed until later in the year (Response to 

RUCO DR 1.22). As this project was not essentially complete within six months of 

the end of the test year, I believe this project fails the matching principal guideline laid 

out by the Commission and should not be included in post-test year plant. 

The third Mohave Water Investment Project is Projects #279343 - Old Bullhead City 

Main Replacements. This project was done to improve water service to a section of 

Bullhead City served by old pipes and where the City was schedule to make 

improvements to the existing streets (Worlton Direct at page 8). The project consisted 

of replacing approximately 0.75 miles of water mains at an estimated cost of $0.5 

million (Worlton Direct at page 9). This project was filed completed in May 2013 

and final accounting adjustments were made after the end of the test year (Response 

to RUCO DR 1.22). The project came in at a final cost of $0.49 million (Ibid). Since 

this project was essentially in-service within six months fiom the end of the test year, 

this project should be included in post-test year plant. 

22 
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The forth Mohave Water Investment Project is Project #279012 - Camp Mohave 

Manganese. This project was undertaken to remove a high level of manganese from 

the Camp Mohave Well that is the sole source of supply for the section of the Mohave 

Water District known as Camp Mohave Well (Worlton Direct at page 9). The project 

also has the benefit of reducing total organic carbon concentrations within the water 

supply (Worlton Direct at page 10). The project was completed in June 20 13 and final 

accounting for the project was estimated to be done by December 2014 at a total cost 

of $0.4 million (Response to RUCO DR 1.22). Since this project was essentially in- 

service within six months from the end of the test year, this project should be included 

in post-test year plant. 

The fifth and final Mohave Water Investment Project is Project #479021 - 

Interconnection of the Mohave Water and North Mohave Water Valley Corporation. 

The North Mohave Water Valley Cooperation was recently acquired by the Company 

and is adjacent to an existing section of Mohave Water’s distribution system (the 

Pegasus Ranch Estates). The existing section of the Mohave Water system was 

experiencing issues with maintaining pressure and the North Mohave Water Valley 

Corporation has two storage tanks and a water distribution line within a few hundred 

feet of existing section of the Mohave Water system (Worlton Direct at page 10). A 

simple connection of the two systems would relieve the water pressure problems and 

provide redundancy of supply (Worlton Direct at page 1 1). The project was estimated 

to be complete by June 2014 at an estimated cost of $215,000 (Ibid). As of June 2014, 
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this project was in service at a cost of $42,3 12 (Response to RUCO DR 1.22). As it 

was not essentially complete within six months of the end of the test year, I believe 

this project fails the matching principal guideline laid out by the Commission and 

should not be included in post-test year plant. 

PLEASE DISCUSS THE RECURRING PROJECTS THAT THE COMPANY 

PROPSOES TO INCLUDE IN POST-TEST YEAR PLANT. 

As explained by Company Witness Worlton Recurring Projects are simply routine 

capital improvements which are comprised of installing short sections of mains, small 

pumps, miscellaneous tools and equipment and other items considered general 

equipment (Worlton Direct at page 12). This also includes replacement of hydrants, 

valves, meters services and vehicles (Worlton Direct at page 14). 

Most of the $6.4 million of projects are done under blanket work orders. For example, 

the Company seeks approval for $64,399 of miscellaneous tools and equipment, 

$54,919 for new vehicles (Worlton Direct at pages 3,12 and 14). Other purchases are 

for simple sundry items used in everyday operations (e.g. $5,536 for new maps and 

$4,414 for a new check valve -Worlton Direct at page 17). In all, I estimate one-half 

of the $6.4 million fall into this category of improvements needed for every day 

operations. The other half of the projects, however, is planned projects to reduce water 

losses such as the replacement of meters and services and these projects total $3.2 

million. 
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Q. DO YOU BELIEVE ANY OF THE RECURRING PROJECTS SHOULD BE 

INCLUDED IN POST-TEST YEAR PLANT? 

A. No because the proposed projects each fail one or more of the Commission’s guiding 

principles for inclusion as post-test year plant. One, a review of the Company’s 

proposed projects show that there are over 65 different individual project or blanket 

work orders and none of them are of such a dollar magnitude that exclusion would 

jeopardize the Company’s financial health or that they are of a magnitude that they 

are a significant investment. Two, any project involving planned replacement of 

meters, services or valves are not revenue neutral as they are being done to decrease 

lost and unaccounted for water which acts to both decrease water pumping and water 

treatment expenses and at the same time increase billed revenues to the Company. 

This is a clear violation of the matching principal of revenues and expenses. Finally, 

the inclusion of routine projects while certainly used and useful again fail the test of 

the matching principal and dollar significance, there is also no showing that they are 

vitally necessary to continued provision of service. For example, what is so vital as a 

“miscellaneous tool” or the replacement of one vehicle or map? Of course, equipment 

will wear out and need to be replaced but there is no explanation of why its’ 

“necessary for the provision of services and reflects appropriate, efficient, effective, 

and timely decision-making.” Because of all these failures of showing that, these 

projects are special and/or unusualthey should not be included in post-test year 

plant. 
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COULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED SYSTEMS 

IMPROVEMENTS BENEFITS (“SIB”) MECHANISM? 

Yes, as explained by Company Witness Candace Coleman the Company has 

requested a SIB for its Mohave Water, Paradise Valley Water, and Sun City Water 

Districts in order to facilitate and finance the replacement of aging infrastructure assets 

(Coleman Direct at page 3). For these districts, the Company anticipates that it will 

invest about $28 million of distribution system improvements (Coleman Direct at 

page 2). The Company states that its’ requested SIB contains criteria that have 

previously been adopted by the Commission for other water utilities (Coleman Direct 

at pages 2-3). 

WHAT JUSTIFICATION DOES THE COMPANY PROVIDE IN SUPPORT 

OF ITS REQUEST FOR A SIB? 

The Company argues the following: 

1) A SIB will help keep the Company financially healthy that will enable it 
to attract capital it needs to continue to provide safe and reliable water 
service (Ibid). 

2) A SIB results in more gradual rate increases, which increases the time 
between rate cases and reduces their complexity (Coleman Direct at page 

3) A SIB will benefit customers by reducing the magnitude of increase in 
their bills following rate cases while investing in plant and facilities to 
continue to maintain and improve the performance of the water system 
(Ibid). 

3). 
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4) A SIB will allow the Company to specifically target aging and failing 
infrastructure, which has the potential to be a significant burden on 
customers in the fiture, especially if action to replace infrastructure is not 
taken now (Ibid). 

DOES THE COMPANY PROVIDE ANY OTHER REASONS FOR 

REQUESTING A SIB? 

Yes. The Company makes the following additional claims. 

5 )  Because the Company is committed to delivering high quality and reliable 
water service to its customers this commitment requires high levels of 
infiastructure replacement that the SIB will allow for (Coleman Direct at 

6) The Mohave Water, Paradise Valley Water and Sun City Water Districts 
each require investment in infrastructure as many assets are nearing or 
have surpassed their useful lifetimes (Ibid). 

7) The Company is seeing an increase in failing assets and the assets require 
replacement in order to ensure high quality, safe and reliable service (Ibid). 

Page 5) .  

COULD YOU PLEASE COMMENT ON EACH OF THE COMPANY’S 

PROPOSED REASONS? 

Yes, first, while I am sure a SIB surcharge will help the Company attract capital the 

Company has made no showing that it cannot attract capital now at an attractive rate. 

Indeed, after EPCOR bought the Arizona water assets it was able to refinance all long- 

term debt at an attractive rate of 4.29%. This compares favorably to the 5.0% carrying 

cost used in UNS’s latest rate proceeding (Docket No. E-04204A-13-0476) as well as 

4.725% used in Arizona Public Service’s last rate case (Docket No. E-O1345A-11- 

0224). I can see nothing in the Company’s presentation that the SIB is required 

because they are having difficulty accessing capital. 
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As to rate gradualism and arguments against rate shock (reasons 2 and 3 above), 

ratepayers will, at best, still pay the same amount of rate increase over time and most 

likely more. One reason ratepayers will likely pay more is that a surcharge mechanism 

with weak eligibility criteria such as the proposed allows the utility to replace all pipe 

and not just pipe that is likely to fail. When a utility is confined to the use of the 

historic test year for return on investment, when planning projects the utility has 

every incentive to place truly necessary projects into service, all the while 

minimizing their costs, rather than an ad hoc replacement of all old plant. In, my 

opinion, the SIB will result in pipe being replaced prematurely and consequently will 

result in a long run cost increase to ratepayers. Furthermore, Mr. Mease, RUCO’s 

Chief Accounting & Rates, also believes that a SIB will result in lower O&M expenses 

that will not be passed on to ratepayers and a SIB surcharge and a return that would 

not have been incurred under traditional rate making principles resulting in higher 

rates. 

As to the argument that the Company will be able to target pipe that is likely to fail, I 

have two comments. First, the program proposed under the SIB with respect to 

meters, services and valves is much more aggressive than repair history suggest it 

needs to be. Second, since EPCOR has taken control of the systems, it has 

aggressively replaced meters, services and valves on its own in order to reduce water 

losses. Both observations indicate that a SIB is not justified on an engineering basis 

and the proposed program is being done out of desire to reduce losses and grow 
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revenues and net income and not needed for repairs. For example, for the three 

systems where the Company is requesting a SIB, the proposed number of valves 

targeted for replacement is more than triple the historic replacement rate. For services, 

the Company proposes to double the average amount of services being replaced as 

compared to historic levels (See Exhibit FWR-2). 

The Company in this case has not provided why such a high level of increase is 

necessary. Rather than providing a detailed pipe condition analysis the Company has 

provided Nessie curves that the Environmental Protection Agency defines as ‘‘usefd 

for forecasting capital expenditure needs, but are based on the design life of the 

pipelines and not on structural condition or failure considerations”6. The EPA also 

states that the Nessie curve “is used primarily for long-term capital planning and is 

not applicable for the annual prioritization of pipeline renewal projects” (Ibid at 

page 49). Obviously, a program that double or triples the rate of replacement 

should be based on pipe condition rather than the fact that a return can be realized 

if the replacement is paid for under a SIB. 

As to meters, the Company reports that it has replaced over 4,000 meters on average 

in the last two years in the Mohave Water and Sun City Water Districts. Under the 

SIB, it proposes to replace just over 4,000 per year. Obviously, since the Company 

is already replacing meters at a rate greater than that being requested under the SIB 

Final Report on Primer on Condition of Water Mains, James Thomsom and Stephanie Flamberg and 
Wendy Condit, Contract No. EP-C-05-057, December 2013 (page 20). 
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there is no special need that it needs the SIB in order to continue to do so. 

Moreover, a review of the SIB reports for each of these Districts shows that the 

justification for the meter replacement is to improve meter accuracy. Increaseing 

meter accuracy will result in increased revenues to the Company. Without an 

offering of sharing the increased revenues with the ratepayers, this is unfair and a 

clear violation of the matching principal. 

As to mains, the Company is proposing to replace mains for the Mohave Water, 

Sun City and Paradise Valley Water Districts at a rate of 2.1 miles per year. A 

review of historic main replacement rates shows that the Company has replaced 

mains at a rate of 1.8 miles per year so the SIB will not result in any appreciable 

replacement rate of mains. As such, the Company has not shown that there is a 

special need that the SIB is addressing. 

WHAT INFORMATION REQUIREMENTS CRITERIA WILL THE 

COMPANY IMPLEMENT TO SHOW THAT ITS PROPOSED PROJECTS 

ARE REASONABLE AND NECESSARY? 

The Company states it must provide a list of SIB-eligible projects and an estimation 

of the capital costs for each project and this list must be approved by the Commission 

(Coleman Direct at page 4). In addition, projects eligible for SIB treatment must be 

replacement projects and each project must satisfl at least one of the following 

criteria: 
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a) system water loss exceeds 10%; 
b) assets have remained in service beyond their useful service lives; 
c) other engineering, operational, or financial reason justifies 

replacement, such as assets experiencing increasing numbers of 
failures and repairs and meters replaced under a testing and 
maintenance program; or 

d) assets required to be moved, replaced, or abandoned by a government 
agency. (Coleman Direct at page 4) 

DO YOU BELIEVE THESE ARE REASONABLE CRITERIA? 

System water loss and assets that are required to be moved are certainly reasonable 

criteria but neither qualifl as a special circumstance as to abandon the matching 

principle. I asked the Company to provide the usefhl lives of their assets and the reply 

I got was so vague that almost any replacement, regardless of cause, could qualifl 

(Exhibit FWR-3 DR 7.17). The same thing goes for justification for engineering, 

operational or financial reasons. This term is so vague it is utterly meaningless and 

provides no true guidance to why the SIB is necessary. 

BASED ON YOUR REVIEW WHAT DO YOU BELIEVE IS THE RIGHT 

COST RECOVERY MECHANISM FOR THE PROJECTS PROPSOED 

UNDER THE SIB? 

Longstanding precedent deems the appropriate cost recovery mechanism for such a 

plan is a traditional base rate case proceeding whereby the utility recovers costs for 

investments already made. The onus is on the utility in a traditional base rate case to 

properly forecast its future needs, develop a prudent plan to meet those needs and 

make the required investments. Thereafter, the utility may seek recovery for those 
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expenditures in rate cases. If a utility makes unnecessary investments, "gold plates" 

its investments, or fails to exercise reasonable cost controls, resulting in cost overruns, 

the utility company bears the burden of justifling such actions in a base rate 

proceedings and the risk that certain expenses may be disallowed if not properly 

substantiated. This provides a powerful incentive for the utility to invest wisely and 

to contain costs. This is the case of the proposed SIB. With a SIB and recovery 

guaranteed with a return, the Company's investment is far less risky and the Company 

will most likely move forward with the most marginal projects with in essence an 

incentive to invest unwisely. 

Depreciation 

Q. COULD YOU PLEASE COMMENT ON THE COMPANY'S 

DEPRECIATION RATES? 

A. Yes, I have been asked to comment on EPCOR's depreciation rates and the fact 

that the utility has been over recovering of certain asset groups. First, as discussed 

above, the utility has a plan to replace aging mains and services based on their 

purported useful lives but are unable to give a clear definition of what a useful life 

for an asset class is. Depreciation studies are very useful in this regard, as the study 

is an actuarial examination of how property survives over time. With this 

information, one can then make reasonable estimates of how long the property 

might last. This expected life information can be obtained for certain vintages or 

pipe type and this would be extremely helpful in capital planning. For example, if 
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one had a concern that a type of material for a water main was failing one could 

then use the actuarial analysis to predict the life expectancy of the remaining mains 

and plan replacement work accordingly. Thus, if the expected life of concrete water 

mains was 15 years then one could plan a program over those fifteen years to 

replace the concrete mains. This is in direct contrast to the existing Company 

method of just declaring all pipe of a certain vintage or pipe types as being 

vulnerable and then saying that the need replace all pipe of that type or vintage as 

soon as possible 

Secondly, there has not been a depreciation study for a number of years and it was 

found that the existing rates have resulted in large over recoveries of certain asset 

groups. Depreciation studies are also useful in assessing if the current rates are 

reasonable and if they should change over time. Another aspect of depreciation 

studies is the fact that any over or under recoveries of depreciation reserves can be 

identified. This examination of how much should be in the reserve versus how 

much is in the reserve is known as a reserve study. If existing service lives are too 

short, there will be an excess in reserves as the plant did not retire as assumed and 

too much depreciation expense was accumulated. The reverse is true if existing 

service lives are too short. If only small over or under recoveries are found, changes 

to the rates may adequately address the issue. If large changes are found 

amortizations (positive or negative) may be used so that neither the utility nor the 

customer is unduly burdened with incorrect rates. Both of these methods of true up 

26 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

are common in the industry. For small changes adjustments differences between 

what the utility actually recovered in depreciation rates and what they should have 

recovered is usually made by adjusting the rate of recovery (i.e., the remaining life). 

For large changes, an amortization of differences has been used in Nevada, Florida 

and Connecticut7. 

Q. SHOULD ANY CHANGES BE MADE WITH RESPECT TO 

DEPRECIAITON IN THIS CASE? 

A. Yes, in this case, Mr. Coley, RUCO’s rate analyst, has found a large over recovery 

of depreciation expense for certain asset groups and he recommends that the over 

recovery be removed from rates. I agree with that recommendation given the 

relatively large amount of money involved for the assets involved and the reason 

that the over recovery has occurred. This over-recovery can be isolated and 

corrected now and this will stop any continued over recovery before the next 

depreciation study can be performed. That said, I believe the existence of the over 

recovery shows the need to a full depreciation study for all account and recommend 

that the utility be directed to perform a depreciation study and reflect the results of 

that study in its next rate filing. 

’ Nevada PUC Docket No. 13-06004 - Application of Sierra Pacific Power Company d/b/a NV Energy 
for approval of new and revised depreciation rates for its electric and common accounts, Order issued 
December 16,2013, paragraphs 178-184. Docket No. 090130-EI- Order Denying in Part and Granting 
in Part Florida Power & Light Company’s Request for a Permanent Rate Increase and Setting 
Depreciation and Dismantlement Rates and Schedules, Order No. PSC-10-0 153-FOF-E1, issued March 
17,2010, page 87. Docket No. 09-12-05 - Application of the Connecticut Light & Power Company to 
Amend its Rate Schedules, Order Issued June 30,2010, page 76. 

27 



1 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

2 A. Yes,itdoes. 
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B.S., Chemical Engineering -- Clarkson University, Potsdam, New York (1981) 

Certificate in Regulatory Economics -- State University of New York at Albany (1 990) 

1998-Present Principal, Hudson River Energy Group, Albany, NY -- Provide research, technical evaluation, 
due diligence, reporting, and expert witness testimony on electric, steam, gas and water utilities. Provide 
expertise in electric supply planning, economics, regulation, wholesale supply and industry restructuring 
issues. Perform analysis of rate adequacy, rate unbundling, cost-of-service studies, rate design, rate 
structure and multi-year rate agreements. Perform depreciation studies, conservation studies and proposes 
feasible conservation programs. 

1997-1998 Manager Energy Planning, Louis Berger & Associates, Albany, NY -Advised clients on rate 
setting, rate design, rate unbundling and performance based ratemaking. Served a wide variety of clients in 
dealing with complexities of deregulation and restructuring, including OATT pricing, resource adequacy, 
asset valuation in divestiture auctions, transmission planning policies and power supply. 

1981-1997 Senior Valuation Engineer, New York State Public Service Commission, Albany, NY - Starting as 
a Junior Engineer and working progressively through the ranks, served on the Staff of the New York State 
Department of Public Service in the Rates and System Planning Sections of the Power Division and in the 
Rates Section of the Gas and Water Division. Responsibilities included the analysis of rates, rate design 
and tariffs of electric, gas, water and steam utilities in the State and performing embedded and marginal 
cost of service studies. Before leaving the Commission, was responsible for directing all engineering staff 
during major rate proceedings. 

Electric power restructuring, wholesale and retail wheeling rates, analysis of load pockets and market power, 
divestiture, generation planning, power supply agreements and expert witness testimony, retail access, cost of 
service studies, rate unbundling, rate design and depreciation studies. 

Wholesale Commodity Markets 

Transmission Expansion Planning - Various Utilities -- Member of Transmission Expansion Advisory Committee 
in the New England Power Pool -the Committee is charged with the study of transmission expansion needs in the 
deregulated New England electric market. Ongoing 

Locational Based Pricing - Reading Municipal Light Department -- Using GE multi-area production simulation 
model (MAPS), analyzed New England wholesale power market to cost differences between various generators and 
load centers. 2003 

Merchant Plant Analysis - Confidential client - Using GE multi-area production simulation model (MAPS), 
analyzed New York City wholesale power market to determine economics of restructuring PURPA era contract to 
market priced contract. 2002 

Market Price Forecasting - El Paso Merchant Energy - Analyzed New England power market using MAPS for 
purpose of pricing natural gas supply in order to ensure that plant was dispatched at 70% capacity factor as required 
under its gas supply contract. 2002 



Market Price Analysis - Novo Windpower - Analyzed hourly market price data in New York for each load zone in 
State in order to optimize location of new wind power projects. 2002 

Gas Aggregation - Village of Ilion - Advised client on codbenefits of aggregating residential gas customers for 
purpose of gas purchasing. 2002 

Gas Procurement - Albany County, New York - Assisted client in analysis of economics of existing gas purchase 
contract; negotiated termination of contract; designing request for proposal for new natural gas supply. 2000 

HQ Prudence Review - Selected by Vermont Public Service Board to perform prudence review power supply 
contract between Hydro Quebec and Central Vermont Public Service Corporation. 1998 

Wholesale Power Supply - Prepared comprehensive RFP to optimize power supply for Solvay municipal utility by 
complementing existing low cost power supplies in order to entice new industrial load to locate within Village. 
1997 

Analysis of Load Pockets and Market Power -Performed analysis of load pockets and market power in New 
York State; determined physical and financial measures that could mitigate market power. 1996 

Study of IPP Contracts and Impacts in New York Performed study to determine rate impacts of power purchase 
contracts entered into by investor owned utilities and independent power producers (IPPs); separately measured rate 
impacts resulting fi-om statewide excess-capacity; determined level of non-optimal reserves for each utility. 1995 

Power Purchase Contract Policies and Procedures -Directed NYSPSC Staff teams in formulation of short- and 
long-run avoided cost estimates (LRACs) using production simulation model (PROMOD); forecasted load and 
capacity requirements; developed utility buy-back rates; presented expert witness testimony on buy-back rate 
estimates and calculation methodologies, thereby implementing curtailment of IPPs as allowed under PURPA. 
1990-1994 

Integrated Resource Planning - Led NYSPSC Staff team’s examination of each utility’s IRP process and 
examination of impacts of processes and regulatory policies influencing the decision making process. 1994 

Intrastate Wheeling Commission Transmission Analysis and Assessment - Chairman of NYSPSC Proceeding to 
examine plans for meeting future electricity needs in New York State. Addressed measures for estimating and 
allocating costs of wheeling, including embedded cost, short-run marginal cost and long run incremental cost 
methods. 1990 

Rate Setting 

Rate Setting -Dover Plains Water Company - Case 14-W-0378 -- Prepared rate filing before the New York Public 
Service Commission for the Dover Plains Water Company to increase its annual water revenues. 2014 

Rate Setting -Village of Castile - Case No. 14-E-0358 -Prepared rate filing before the New York Public Service 
Commission for the Village of Castile Electric Department to increase its annual electric revenues. 2014 

Depreciation Study - Village of Swanton - On behalf of the Village of Swanton, Vt. Electric Department prepared 
a depreciation study for use in setting new depreciation rates to be submitted to the Vermont Public Service Board. 
2014 

Rate Setting - Village of Hamilton - Case 13-G-0584 - On behalf of the Village of Hamilton, NY designed initial 
rates for new municipal gas utility. 2013 

Rate Setting - Fillmore Gas Company - Case No. 13-G-0039 - Prepared rate filing before the New York Public 
Service Commission for the Fillmore Gas Company to increase its annual gas revenues. 2013 



Rate Setting -Alliance Energy - Case No. 12-G-0256 - Prepared rate filing before the New York Public Service 
Commission for the Alliance Energy Transmission, LLC to increase its annual gas transportation. 2012 

Rate Study - Atmos Energy - Docket No. 1 1 -UN-184 - On behalf of the Mississippi Public Service Commission, 
submitted report on reasonableness of Company’s depreciation study. 20 12 

Rate Study - Entergy Mississippi -Docket No. 11-UA-83 -- On behalf of the Mississippi Public Service 
Commission, prepared report on the reasonableness of Entergy Mississippi’s depreciation study. 2012 

Rate Case Cost of Service Study - Mississippi Power Company - On behalf of the Mississippi Public Service 
Commission, prepared report on reasonableness of embedded cost of service study submitted by Mississippi Power 
co.  2012 

Rate Case Cost of Service Study - Boonville, NY - Prepared class load study and embedded cost of service study 
to justify change in rate design for the purpose of conserving energy. 2010-2012 

Rate Setting - Alliance Energy Transmission - Case No. 12-G-0256 - Prepared rate filing before the New York 
Public Service Commission for Alliance Energy Transmission. 20 12 

Rate Setting -Hamilton, NY - Case No. 12-E-0286 - Prepared rate filing before the New York Public Service 
Commission for the Village of Hamilton, NY to increase its annual electric revenues. 2012 

Rate Setting - Fairport, NY - Case No. 11-E-0357 - Prepared rate filing before the New York Public Service 
Commission for the Village of Fairport, NY to increase its annual electric revenues. 20 1 1 

Jurisdictional Cost of Service - Mississippi Power Company - On behalf of the Staff of the Mississippi Public 
Utilities Staff prepared a report on the reasonableness of the Company’s jurisdictional cost of service study. 2010 

Rate Analysis - Southwestern Power Company - On behalf of a coalition of retail customers analyzed 
reasonableness of utility’s request to include the costs of Construction Work In Progress Expenditures in rates for a 
power plant known as the Turk Plant. 2010 

Rate Study - Stowe Electric Department, VT - Docket No. 8169 - For small municipal electric utility, filed rate 
case before the Vermont Public Service Board. 2010 

Docket No. 10-10-03 -Assisted in the CT OCC’s review and development of recommendations for the Review of 
the 201 1 Conservation and Load Management Plan. 2010 

Rate Setting - Endicott, NY - Case No. 10-E-0588 -Prepared rate filing before the New York Public Service 
Commission for the Village of Endicott, NY to increase its annual electric revenues. 2010 

Rate Case Cost of Service Study - Heritage Hills Water Works - For small water company, performing cost of 
service study for the preparation of a full cost of service study before the New York Public Service Commission. 
2009 

Rate Case Cost of Service Study - Stowe Electric Department, NY - For small municipal electric utility, assisted 
in the preparation full cost of service study before the Vermont Public Service Board. 2009 

Rate Setting Training - MMWEC -Assisted in training MMWEC staff on rate setting process so that they could 
provide service to members. 2009 

Rate Setting - Connecticut Natural Gas -- Docket No. 08-12-06 - Assisted the Connecticut Office of Consumer 
Counsel on the analysis of the reasonableness of the of the Company’s proposed revenue requirement. 2009 

Rate Filing -Heritage Hills Water Works - Case No. 08-W-1201 - Prepared rate filing before the New York PSC 
for the Heritage Hills Water Works Corporation to increase its annual water revenues. 2008 



Rate Study - Hudson River Black River Regulating District -- For regulating body performed detailed cost of 
service allocation in order to allocate costs among beneficiaries of water regulation. 2008 

Rate Case Cost of Service Study - Village of Greene, NY - For small municipal electric utility, assisted in the 
preparation full cost of service study before the New York Public Service Commission. 2008 

Rate Case Cost of Service Study - Village of Bath, NY - For small municipal electric utility, assisted in the 
preparation full cost of service study before the New York Public Service Commission. 2008 

Rate Case Cost of Service Study - Village of Richmondville, NY - For small municipal electric utility, assisted in 
the preparation full cost of service study before the New York Public Service Commission. 2008 

Economic Development Rate - Massena Electric Department - For municipal electric utility, developed tariffs for 
economic development rates for new or expanded load. 

Rate Case Cost of Service Study - Village of Hamilton, NY - For small municipal electric utility, prepared full 
cost of service study before the New York Public Service Commission. 2004 

Rate Study - Pascoag Utility District - Reviewed the application of the Power Authority of the State of New York 
to increase rates to its wholesale power customers. 2003 

Rate Study - Kennebunk Power and Light Department - Performed rate study of new multi-year wholesale power 
contract against existing rates to determine impact on overall revenue recovery and cash flows of utility. 2003 

Rate Case Cost of Service Study - Village of Arcade, NY - For small municipal electric utility, assisted in the 
preparation full cost of service study before the New York Public Service Commission. 2003 

Rate Case Cost of Service Study - Village of Philadelphia, NY - For small municipal electric utility, assisted in 
the preparation full cost of service study before the New York Public Service Commission. 2003 

Rate Case Cost of Service Study - Village of Hamilton, NY - For small municipal electric utility, prepared fill 
cost of service study before the New York Public Service Commission. 2004 

Rate Case Cost of Service Study - Fillmore Gas Company - For small natural gas local distribution company, 
performing cost of service study for internal budget controls and formal rate case before the New York Public 
Service Commission. 2003 

Rate Case Cost of Service Study - Rowlands Hollow Water Works - For small water company, performing cost of 
service study for internal budget controls and formal rate case before the New York Public Service Commission. 
2003 

Standby Rates - Independent Power Producers of New York - Analyzed reasonableness of proposed standby rates 
of Niagara Mohawk Power Corporation; proposed alternate rate designs; participated in settlement negotiations for 
new rates. 2002 

Economic Development Rates - Pascoag Utility District - Designed new cost based economic development rates 
charged to large industrial customer contemplating locating within the municipality. 2002 

Municipalization Study - Kennebunk Power and Light Department - Performed economic analysis of municipal 
utility serving remaining portions of Village not already served; performed valuation of the plant currently owned by 
Central Maine Power. 200 1 

Water Rate Study - Pascoag Utility District - Performed cost of service study for water utility; presented alternate 
methods of funding revenue requirement. 2001 



Pole Attachment Rates - Middleborough Gas and Electric Department - Designed cost based pole attachment rates 
charged to CATV customers. 2000 

I S 0  Service Tariff -- On behalf of three municipal utilities, analyzed cost basis and proposed rate design of IS0  
Service Tariffs. 2000 

Pole Attachment Rates - City of Farmington, New Mexico municipal electric department - Designed cost based 
pole attachment rates for CATV customers. 1999 

OATT Rates - On behalf of four municipal utilities in New England - Developed cost based annual revenue 
requirements for regional network transmission rates; represent utilities before IS0 New England committees on 
transmission rate setting issues. 1998-2004 

Consolidated Edison Restructuring - Member NYPSC Staff team - Negotiated major restructuring settlement 
with Consolidated Edison, which decreased utility’s rates by $700 million over five years; implemented retail access 
program; performed rate unbundling; divestiture of utility generation and the allowance of the formation of a 
holding company; accelerated depreciation of generation; established customer education programs on restructuring; 
established service quality and service reliability incentive to ensure that provision of electric service will diminish 
as competitive market emerges. The agreement served as the template for restructuring in New York. 1997 

Cost-of-service Review and Rate Unbundling - Performed rate unbundling of retail rates of Orange & Rockland 
Utilities, Inc. to facilitate delivery of New York Power Authority energy to customer located in Orange & 
Rockland’s service territory. 1992 

Vintage Year Salvage and Study - Managed joint study of staff from Rochester Gas and Electric Corporation and 
NYSPSC to determine feasibility of using vintage year salvage accounting for determining future salvage rates. 
1985 

Environmental Issues 

Energy Conservation Study - Pascoag Utility District - Designed energy conservation rebate program based on 
cost benefit study of various alternatives. Program fimded through State mandated collection of energy conservation 
monies from ratepayers. 2002 

Clean Air Act Lawsuit - New York State Attorney General - Investigated modifications made at coal fred 
generating units of New York utilities to determine whether major modifications were made with obtaining pre- 
construction permits as required by the prevention of Significant Deterioration (PSD) provisions of the Act. 1999- 
2002. 

Environmental Impact Study and Simulation Modeling Analysis - Analyzed potential environmental impacts of 
restructuring electric industry in NY using production simulation model PROMOD. 1996 

Renewable Resources - Project Leader in NYSPSC proceeding regarding development and implementation of 
utility plans to promote use of renewable resources. 1995 

Environmental and Economic Impacts Study -Directed study of pool-wide power plant dispatch with 
environmental adders to determine environmental and economic effects of dispatching electric power plants with 
monetized environmental adders. 1994 

Clean Air Impact Study - Directed study of effects of the Clean Air Act of 1990. Measured statewide cost savings 
if catalytic reductions control facilities were elected to comply with 1990 Clean Air Act Amendments; installed 
components on units in metropolitan NY region. 1994 

Environmental Externalities and Socioeconomic Impacts Study - Managed NYSPSC proceeding to determine 
whether to incorporate environmental costs into Long-Run Avoided Costs for the State’s electric utilities. Study 
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purposes: explore the socioeconomic impacts of electric production as compared with DSM; monetize 
environmental impacts of electricity. 1993 

Case 9344 - Green Ridge Utilities - On behalf of Maryland Office of People’s Counsel testified on the 
reasonableness of the water utility’s proposed revenue requirement. 20 14 

FC 11 15 - Washington Gas Light -- On behalf of the People’s Counsel of the District of Columbia, testified on the 
reasonableness of the Company’s proposal for the recovery of costs and funding aspects of Washington Gas Light 
Company’s Revised Accelerated Pipe Replacement Plan. 20 14 

Case No. EC-123-0082-00 - Entergy Mississippi - On behalf of Mississippi Public Utilities Staff reviewed and 
testified on the reasonableness of Entergy Mississippi, Inc.’s proposed depreciation rates and cost of service study. 
2014 

Case 9345 - Maryland Water Services - On behalf of Maryland Office of People’s Counsel testified on the 
reasonableness of the water utility’s proposed revenue requirement. 20 14 

Case No. 2013-00167 - Columbia Gas of Kentucky - On behalf of the Office of Rate Intervention of the Attorney 
General for the Commonwealth of Kentucky testified on the reasonableness of the Company proposed rate increase. 
2013 

Docket 13-G-1301 - Consolidated Edison - On behalf of US Power Generating Company testified on the 
reasonableness of proposed modifications to natural gas balancing services. 20 13 

Docket No. 13-01-09 - United Illuminating - On behalf of the Connecticut Office of Consumer’s Counsel examined 
the reasonableness of the Company’s proposed construction budget. 20 13 

Case U-17169 - Semco Energy - On behalf of the Michigan Department of Attorney General testified on the 
reasonableness of the Company’s proposal to modify its accelerated main replacement form for gas distribution 
facilities. 2013 

Docket No. 13-06003 - Sierra Power Company - On behalf of the Nevada Public Service Commission, testified on 
the reasonableness of Company’s proposed depreciation rates. 201 3. 

Docket No. E-01 933A-I 2-0291 - Tucson Electric Power -- On behalf of the on behalf of the Arizona Residential 
Utility Consumer Office examined the reasonableness of the Company’s rate increase. 2012 

Case No. FC 1093 - Washington Gas and Light - On behalf of the People’s Counsel of the District of Columbia, 
testified on the reasonableness of the Company’s proposal to replace and/or remediate certain gas distribution 
facilities that are subject of this case, 2012. 

Docket No. C-2011-2226096 - Pennsylvania American Water Co. - In a class-action lawsuit, testified before the 
PA PUC on behalf of C. Leslie Pettko on the reasonableness of the surcharges imposed by Pennsylvania American 
Water Company. 2012 

Docket No. 1 1-06007 - Nevada Power Company - On behalf of the Nevada Public Service Commission, testified 
on the reasonableness of the Company electric depreciation study on Nevada Power Co. 20 11 

MEUA -On behalf of the Municipal Electric Utilities Association, filed testimony with the New York Power 
Authority (NYPA) on the reasonableness of the Authority’s 20 1 1 Rate Modification Plan for the Niagara Power 
Project. 201 1 

Case No. 9283 - Green Ridge Utilities, Inc. - On behalf of Maryland Office of People’s Counsel testified on the 



reasonableness of the water utility’s proposed revenue requirement. 20 1 1 

Case No. 11-G-0280 - Corning Natural Gas -- On behalf of the Village of Bath, NY, analyzed the construction 
program, revenue requirement, and rate design proposed by the gas distribution company serving the Village. 201 1 

Case No. 10-G-0598 - Bath Electric Gas and Water Systems - Testified as to the reasonableness of the Village of 
Bath’s request for a refund relating to overcharges for gas purchased from the Corning Natural Gas Co. 201 1 

Case No. U-16472 - Detroit Edison -- On behalf of four large hospitals - Detroit Medical Center, Henry Ford 
Health Systems, William Beaumont Hospital, and Trinity Health Michigan - testified on the reasonableness of the 
continuation of a service class for large customers with special contracts. 201 1 

Case No. 9252 -Artesian Water Maryland, Inc. - On behalf of the Maryland Office of People’s Counsel, analyzed 
proposed revenue requirement of Artesian Water Maryland, Inc. 20 1 1. 

Case No. 10-E-0362 - Orange and Rockland Utilities, Inc. - On behalf of a coalition of municipalities, testified on 
the reasonableness of the proposed revenue requirement of Company. 2010. 

Docket No. 05-10-REO4 - Connecticut Light and Power Co. - On behalf of the Connecticut Office of Consumer 
Counsel, testified on the reasonableness of the assist in its review of the application of Company for approval of full 
deployment of its Advance Metering Infiastructure (“AMI”). 20 10 

Docket Nos. 10-06003 and 10-06004 - Sierra Power Company - On behalf of the Nevada Public Service 
Commission, testified on the reasonableness of Company’s proposed depreciation rates. 20 10. 

Case No. 10-E-0050 - Niagara Mohawk Power Corporation -- On behalf of a coalition of municipalities, testified on 
the reasonableness of utility’s proposal to eliminate contracts to provide street lighting service. 20 10 

Case No. 9248 - Maryland Water Services - On behalf of the Maryland Office of the People’s Counsel, testified on 
the reasonableness of the proposed revenue requirement of Maryland Water Services, Inc. 201 1 

Docket No. 10-12-02 - Yankee Gas Services Company -- On behalf of the Connecticut Office of Consumer 
Counsel, testified on the reasonableness of the Company’s proposed depreciation rates. 20 10 

Case 09-E-071 5 -New York State Electric and Gas Corporation -- On behalf of Nucor Steel, Auburn, Inc. examined 
the reasonableness of the utility’s proposed construction program, revenue allocation, rate design and decoupling 
mechanism. 20 10 

Case 09-S-0029 - Consolidated Edison - On behalf of the County of Westchester testified to the reasonableness of a 
Report Regarding Steam Price Elasticity and Long Term Steam Revenue Requirement Forecast 2010 

Docket No. 09-01299 - Utilities, Inc. of Central Nevada - On behalf of the Nevada Attorney General’s Bureau of 
Consumer Protection testified on the overall revenue requirement, the appropriate level of rate case expense, and 
allocation of corporate salaries. 2010 

Docket No. 09-12-1 1 - Connecticut Water Company - On behalf of the Connecticut Office of Consumer’s Counsel 
examined the reasonableness of the proposed Water Conservation Adjustment Mechanism. 20 10 

Case 92 17 - Potomac Electric Power Company - On behalf of the Maryland Office of People’s Counsel examined 
the reasonableness of the utility’s proposed jurisdictional cost of service study, revenue allocation and rate design. 
2010 

Docket No. 09-12-05 - Connecticut Light & Power Company - On behalf of the Connecticut Office of Consumer’s 
Counsel examined the reasonableness of the proposed depreciation rates, revenue allocation and rate design. 20 10 

Case 09-S-0794 - Consolidated Edison - Steam Rates -- On behalf of County of Westchester testified to the 



. 
reasonableness of the Company’s proposal to increase retail rates. 20 10 

Case 09-G-0795 - Consolidated Edison - Gas Rates -- On behalf of County of Westchester testified to the 
reasonableness of the Company’s proposal to increase retail rates. 2010 

Case 10-S-0001 - Project Orange Associates, LLC -- On behalf of Project Orange Associates testified to the 
reasonableness of whether the steam customers of Syracuse University could benefit if a steam transportation tariff 
were adopted by the New York Public Service Commission. 2009 

Docket No. E-7, Sub 900 - Duke Energy Carolinas, LLC - On behalf of the Sierra Club, Southern Alliance for 
Clean Energy testified on the reasonableness of the Company’s request to recover construction work in progress in 
rate base and to comment on whether the costs incurred by the Company for the supercritical coal plant Cliffside 
Unit 6 are reasonable and prudent. 2009 

D.P.U. 8-64 - New England Gas Company - On behalf of the Massachusetts Attorney General testified to the 
reasonableness of the accuracy of the Company’s accounting data as it related to affiliate transaction with the parent 
Company. 2009 

Formal Case No. 1027 - Washington Gas Light Company - On behalf of the Office of People’s Counsel of the 
District of Columbia testified to the reasonableness of the Company’s use of mechanical couplings and problems 
related thereto. 2009 

Docket No. 6-04204A-08-0571 -- UNS Gas, INC. -- On behalf of the on behalf of the Arizona Residential Utility 
Consumer Office examined the reasonableness of the Company’s embedded cost of service study, proposed revenue 
allocation, and proposed rate design. 2009 

Case 094-0029 - Consolidated Edison - On behalf of the County of Westchester testified to the reasonableness of 
the method of allocating costs between the utility’s steam system and its electric system. 2009 

Docket No. 09-0407 - Commonwealth Edison - On behalf of the People of the State of Illinois testified to the 
reasonableness of Company’s Chicago Area smart Grid Initiative. 2009 

Docket No. E-01345A-08-0172 -Arizona Public Service - On behalf of the on behalf of the Arizona Corporation 
Commission examined the reasonableness of the Company’s embedded cost of service study, proposed revenue 
allocation, proposed rate design and proposal regarding demand side management cost recovery. 2009 

Case 91 82 - Maryland Water Service, Inc. - On behalf of the Maryland Office of People’s Counsel examined the 
reasonableness of the utility’s proposed bulk purchased water rate increase. 2009 

Case 9182 - Artesian Water Maryland, Inc. - On behalf of the Maryland Office of People’s Counsel examined the 
reasonableness of the utility’s proposed advance fees to connect new water customers in the Whitaker Woods 
subdivision. 2009 

Case 08-E-0539 - Consolidated Edison - Electric Rates -- On behalf of County of Westchester testified to the 
reasonableness of the Company’s proposal to increase retail electric rates by $854 million. 2008 

Docket No. 08-07-04 - United Illuminating - On behalf of the Connecticut Office of Consumer’s Counsel examined 
the reasonableness of the Company’s proposed construction budget. 2008 

Docket No. 08-06036 - Spring Creek Utilities - On behalf of the Nevada Attorney General’s Bureau of Consumer 
Protection testified on the overall revenue requirement, the cost allocation and amortization of a new financial 
accounting system, the appropriate level of rate case expense, allocation of corporate salaries, recovery of property 
taxes, and rate design. 2008 

D.P.U. 8-35 - New England Gas Company - On behalf of the Massachusetts Attorney General testified to the 
reasonableness of the Company’s request to increase rates in light of the terms of a previous settlement, the level of 



. 
expenses being charged from the parent Company to the affiliate, the proposed increase in depreciation expense and 
the proposed revenue allocation and rate design. 2008 

Docket No. 08-96 -Artesian Water Company - on behalf of the Staff of the Delaware Public Service Commission 
examined the reasonableness of the Company’s cost of service study and proposed revenue allocation and rate 
design. 2008 

Docket No. 05-03-17PH02 - Southern Connecticut Gas Company - on behalf of the Connecticut Office of 
Consumer’s Counsel examined the reasonableness of the Company’s embedded costs of service study and proposed 
revenue allocation and rate design. 2008 

Docket No. 06-03-04PH02 - Connecticut Natural Gas Corporation - on behalf of the Connecticut Office of 
Consumer’s Counsel examined the reasonableness of the Company’s embedded cost of service study and proposed 
revenue allocation and rate design. 2008 

Docket No. G-0 155 1A-07-0504 - Southwest Gas Corporation - on behalf of the Arizona Corporation Commission 
examined the reasonableness of the Company’s embedded cost of service study, proposed revenue allocation, 
proposed rate design and proposals regarding revenue decoupling. 2008 

Docket No. E-01933A-07-0402 - Tucson Electric Power Company - on behalf of the Arizona Corporation 
Commission examined the reasonableness of the Company’s embedded cost of service study, proposed revenue 
allocation, proposed rate design and proposals regarding mandatory time of use rates. 2008 

Docket No. 07-09030 - Southwest Gas Corporation - on behalf of the Staff of the Nevada Public Utilities 
Commission testified on the reasonableness of the utility’s proposed depreciation rates. 2008 

Civil Action 05-C-457-1 - Dominion Hope - on behalf of former employee of the utility examined the utility’s 
hedging and sales for resale practices between affiliates. 2008 

Case 07-829-GA-AIR - Dominion East Ohio - on behalf of the Office of the Ohio Consumer’s Counsel examined 
the reasonableness of the Company’s embedded cost of service study, proposed revenue allocation and rate design 
and examined the reasonableness of proposals on revenue decoupling and straight fixed variable rate design. 2008 

Case 07-S-13 15 - Consolidated Edison Steam Rates -- On behalf of County of Westchester testified to the 
reasonableness of the method of allocating costs between the utility’s steam system and its electric system. 2008 

Case No. 9134 - Green Ridge Utilities, Inc. - on behalf of the Maryland Office of People’s Counsel examined the 
reasonableness of the utility’s proposed rate application including the appropriate cost allocation and amortization 
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting 
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and 
allocation for common expenses from the parent company. 2008 

Case No. 9135 -- Provinces Utilities, Inc. - on behalf of the Maryland Office of People’s Counsel examined the 
reasonableness of the utility’s proposed rate application including the appropriate cost allocation and amortization 
period for expenses incurred to develop and implement Project Phoenix (a new software and financial accounting 
system project), the appropriate level of rate case expense, the requested rate of return and the appropriate level and 
allocation for common expenses from the parent company. 2008 

Case 07-M-0906 - Energy East and Iberdrola - On behalf of Nucor Steel, Auburn, Inc. examined the reasonableness 
of the proposed Acquisition of Energy East Corporation by Iberdrola merger. 2008 

Case 07-E-0523 - Consolidated Edison - Electric Rates -- On behalf of County of Westchester testified to the 
reasonableness of the Company’s proposal to increase retail electric rates by over $1.2 billion or 33%. 2007 

Docket Nos. ER07-459-002, ER07-513-002, and EL07-11-002 - Vermont Transco -- on behalf of the Vermont 
Towns of Stowe and Hardwick, and the Villages of Hyde Park, Johnson and Morrisville on whether the direct 



assignment and rate impacts of a proposed transmission line were with current policy of the Federal Energy 
Regulatory Commission 2007 

Docket No. 07-05-19 - Aquarion Water Company - On behalf of the Connecticut Office of Peoples Counsel 
examined the reasonableness of the utility’s proposed revenue allocation, rate design, weather normalization and 
depreciation rates 2007 

Docket No. E-04204A-06-0783 - UNS Electric - On behalf of the Arizona Corporation Commission testified on the 
reasonableness of the utility’s proposed revenue allocation and rate design. 2007 

Docket Nos. 06-1 1022 and 06-1 1023 -Nevada Power Company - On behalf of the Staff of the Nevada Public 
Utilities Commission testified on the reasonableness of the utility’s proposed depreciation rates and expense levels. 
2007 

Case 06-G-1186 - KeySpan Delivery Long Island - on behalf of the Counties of Nassau and Suffolk analyzed the 
Company’s proposed rate design for amortization of costs for expenditures relating to Manufactured Gas Plants. 
2007 

Case 06-M-0878 -National Grid and KeySpan Corporation -- on behalf of the Counties of Nassau and Suffolk 
analyzed the public benefit of the proposed merger, customer service, demand side management programs, rate 
relief as it relates to competition and customer choice, the repowering of the existing generating stations on Long 
Island, and the remediation of contamination caused by Manufactured Gas Plants. 2007 

Docket No. 06-07-08 - Connecticut Water Company - On behalf of the Connecticut Department of Utility Control 
examined the reasonableness of the utility’s proposed depreciation rates, revenue allocation and rate design. 2006 

Docket No. EL07-11-000 - Vermont Transco -- on behalf of the Vermont Towns of Stowe and Hardwick, and the 
Villages of Hyde Park, Johnson and Morrisville evaluated whether the proposed and subsequently abandoned 
allocation of costs for the Lamoille County Project was reasonable and whether the direct assignment and rate 
impacts of a proposed transmission line were with current policy of the Federal Energy Regulatory Commission. 
2006 

Case 05-S-1376 - Consolidated Edison - Steam Rates -- On behalf of County of Westchester testified to the 
reasonableness of the method of allocating costs between the utility’s steam system and its electric system. 2006 

Docket No. 06-48-000 - Braintree Electric Light Department - On behalf of the municipal utility presented an cost 
of service study used to calculate the annual revenue requirement for a generating station that was deemed to be 
required for reliability purposes. 2006 

Case 05-E-1222 -New York State Electric and Gas Corporation - On behalf of Nucor Steel, Auburn, Inc. examined 
the reasonableness of the utility’s proposed average service lives, forecast net salvage figures, and proposal to 
switch from whole life to remaining life method. 2006 

Docket No. 05-10004 - Sierra Pacific Power Company - On behalf of the Staff of the Nevada Public Utilities 
Commission testified on the reasonableness of the utility’s proposed electric depreciation rates and expense levels. 
2006 

Docket No. 05-10006 - Sierra Pacific Power Company - On behalf of the Staff of the Nevada Public Utilities 
Commission testified on the reasonableness of the utility’s proposed gas depreciation rates and expense levels. 2006 

Docket No. ER06-17-000 - IS0 New England, Inc. - On behalf of a group of municipal utilities in Massachusetts 
prepared an affidavit on the reasonableness of proposed changes to the Regional Network Service transmission 
revenue requirements rate setting formula. 2005 

Case 04-E-0572 - Consolidated Edison - Electric Rate - On behalf of the County of Westchester testified to the 
reasonableness of the Company’s revenue allocation amongst service classes and the company’s fully allocated 



embedded cost of service study. 2004 

Docket No. 04-02-14 - Aquarion Water Company - On behalf of the Connecticut Department of Utility Control 
examined the reasonableness of the utility’s proposed depreciation rates, weather normalization proposal and certain 
operation and maintenance expense forecasts. 2004 

Docket No. U-1369 1 -Detroit Thermal, LLC - On behalf of the Henry Ford Health Systems testified on the 
reasonableness of the utility’s proposed default tariffs for steam service. 2004 

Docket No. 04-301 1 - Southwest Gas Corporation - On behalf of the Staff of the Nevada Public Utilities 
Commission testified on the reasonableness of the utility’s proposed depreciation rates and expense levels. 2004 

Docket No. ER03-563-030 -- Devon Power, LLC, et al. - On behalf of the Wellesley Municipal Light Plant filed a 
prepared affidavit with FERC with respect the proposal of IS0 New England, Inc. to establish a locational Installed 
Capability market in New England. 2004 

Docket No. 03-10002 - Nevada Power Company - On behalf of the Staff of the Nevada Public Utilities 
Commission testified on the reasonableness of the utility’s proposed depreciation rates and expense levels. 2004 

Case 03-E-0765 - Rochester Gas and Electric Corporation - Before the New York Public Service Commission 
submitted testimony on rate design, rate unbundling, depreciation, commodity supply and reasonableness and 
ratemaking treatment of proceeds from the sale of a nuclear generating plant. 2003 

New York State Department of Taxation and Finance Versus Brooklyn Navy Yard Cogeneration Partners - 
Testified on behalf of independent power producer in income tax case regarding tax payments associated with gas 
used to produce electricity. Testimony focused on ratemaking policies and practices in New York State. 2003 

Docket No. 2930 -Narragansett Electric - Before the Rhode Island Public Utilities Commission submitted 
testimony on the reasonableness of the utility’s proposed shared savings filing and its implications for the overall 
reasonableness of the Company’s distribution rates. 2003 

Docket No. 03-07-01 - Connecticut Light and Power Company - Before the Connecticut Department of Public 
Utility Control testified to the recovery of “federally mandated” wholesale power costs. 2003 

Docket No. ER03-1274-000 - Boston Edison Company - Before the Federal Energy Regulatory Commission 
submitted affidavit on the reasonableness of the utility’s proposed depreciation rates and expense levels. 2003 

Case 2 10293 - Coming Incorporated - Before the New York Public Service Commission submitted an affidavit on 
certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in New York 
and the utility’s billing practices as they relate to flex rate contracts. 2003 

Case 3323 1 1 - Nucor Steel Auburn, Inc. - Before the New York State Public Service Commission submitted an 
affidavit on certain actions of New York State Electric & Gas Corporation regarding the wholesale price of power in 
New York and the utility’s billing practices as they relate to flex rate contracts. 2003 

Case 6455103 - Prepared affidavit for consideration by the Supreme Court of the State of New York as to the 
purpose, need and fuel choice for the Jamaica Bay Energy Center (Jamaica Bay) as it related to good utility planning 
practice for meeting the energy needs of utility customers. 2003 

Case 00-M-0504 -New York State Electric and Gas Corporation - Reviewed reasonableness of utility’s fully 
allocated embedded cost of service study and proposed unbundled delivery rates. 2002 

Docket No. TX96-4-001- On behalf of the Suffolk County Electrical Agency proposed unbundled embedded cost 
rates for wheeling of wholesale power across distribution facilities. 2002 

Case 00-E-1208 - Consolidated Edison: Electric Rate Restructuring - On behalf of Westchester County, addressed 



reasonableness of having differentiated delivery services rates for New York City and Westchester. 2001 

Case 01-E-0359 -Petition of New York State Electric & Gas - Multi-Year Electric Price Protection Plan - 
Addressed reasonableness of Price Protection Plan (PPP); presented alternative rate plan that called for 20% 
decrease in utility’s base rates. 2001 

Case 01-E-001 1 - Joint Petition of Co-Owners of Nine Mile Nuclear Station - Addressed the reasonableness of the 
proposed nuclear asset sale and the ratemaking treatment of the after gain sale proposed by NYSEG. 2001 

Docket No. EL00-62-005 - IS0 New England Inc. - Submitted affidavit on reasonableness of ISO’s proposed 
$4.75/kW/month Installed Capability Deficiency Charge. June 200 1 

Docket No. EL00-62-005 - IS0 New England Inc. - Submitted affidavit on reasonableness of proposed 
$O.lir/kW/month Installed Capability Deficiency Charge. January 200 1 

Docket No. 2861 - Pascoag Fire District: Standard Offer, Charge, Transition Charge and Transmission Charge - 
Testified on elements of individual charges, procedures for calculation and reasons for changes from previous filed 
rates. 2001 

Case 96-E-089 1 - New York State Electric & Gas: Retail Access Credit Phase - On behalf of a large industrial 
customer, testified on cost of service considerations regarding NYSEG’s earnings performance under the terms of a 
multi-year rate plan and the appropriate level of Retail Access Credit for customers seeking alternate service from 
alternate suppliers. 2000 

Docket No. ER99-978-000 - Boston Edison Company: Open Access Transmission Tariff - Testified on design, 
revenue requirement, and reasonableness of proposed formula rates proposed by Boston Edison Company for 
calculating charges for local network transmission service under open access tariff. 1999 

Docket Nos. OA97-237-000, et. al. -New England Power Pool: OATT - Testified on design, revenue requirement, 
and reasonableness of proposed formula rate for transmission service; testified to proposed rates, charges, terms and 
conditions for ancillary services. 1999 

Docket No. 2688 - Pascoag Fire District: Electric Rates - Testified on elements of savings resulting from 
renegotiation of contract with wholesale power supplier and presented analysis that justified need for and amount of 
base rate increase. 1998 

New York State Department of Taxation and Finance Versus Zapco Energy Tactics Corporation - Testified on 
behalf of independent power producer in income tax case regarding tax payments associated with electric 
interconnection equipment. Testimony focused on policies and practices faced in doing business in New York 
State. 1998 

Docket No. 2516 - Pascoag Fire District: Utility Restructuring - Testified on manner and means for utility’s 
restructuring in compliance with Rhode Island Utility Restructuring Act of 1996. Testimony presented a 
methodology for calculating stranded cost charge, unbundled rates, and new terms and conditions of electric services 
in deregulated environment. 1997 

Case 94-E-0334 - Consolidated Edison: Electric Rates - Led Staff team in review of utility’s multi-year rate filing 
seeking increased rates of $400 million. Directed team in review of resource planning, power purchase contract 
administration, and fuel and purchased power expenses and testified on reasonableness of company’s actions 
regarding buy-out of contract with an independent power producer and renegotiation of contract with another 
independent power producer. Lead negotiations for multi-year settlement and performance-based ratemaking 
package that resulted in a three-year rate freeze. 1994 

Case 93-G-0996 - Consolidated Edison: Gas Rates - Testified on reasonableness of utility’s proposed depreciation 
rates. 1994 



Case 93-S-0997 - Consolidated Edison: Steam Rates - Testified on reasonableness of utility’s resource planning for 
steam utility system. 1994 

Case 93-S-0997 and 93-G-0996 - Consolidated Edison: Steam Rates - Testified on reasonableness of multi-year 
rate plan proposed by the utility. 1994 

Case 94-E-0098 - Niagara Mohawk: Electric Rates -Reviewed utility’s management of its portfolio of power 
purchase contracts with independent power producers for the reasonableness of recovery of costs in retail rates. 
1994 

Case 93-E-0807 - Consolidated Edison: Electric Rates - Testified on rate recovery mechanism for costs associated 
with termination of five contracts with independent power producers. 1993 

Case 92-E-08 14 - Petition for Approval of Curtailment Procedures - Testified on methodology for estimating 
amount of power required to be curtailed and staffs estimate of curtailment. 1992 

Case 90-S-0938 - Consolidated Edison: Steam Rates - Testified on reasonableness of utility’s embedded cost of 
service study, and proposed revenue re-allocation and rate design. 1991 

Case 9 1-E-0462 - Consolidated Edison: Electric Rates - Implementation of partial pass-through fuel adjustment 
incentive clause. 1991 

Case 90-E-0647 - Rochester Gas and Electric: Electric Rates - Analysis and estimation of monthly fuel and 
purchased power costs for use in utility’s performance based partial pass-through fuel adjustment clause. 1990 

Case 29433 - Central Hudson Gas and Electric: Electric Rates - Analysis of utility’s construction budgeting 
process, rate year electric plant in service forecast, lease revenue forecast, forecast and rate treatment of profits from 
sales of wholesale power and estimation of fuel and purchased power expenses for use in the utility’s partial pass- 
through fuel adjustment clause. 1987 

Case 29674 - Rochester Gas and Electric: Electric Rates -Review of utility’s historic and forecast O&M 
expenditure levels forecast and rate treatment of profits from wholesale power, and estimation of fuel and purchased 
power expenses, and price out of incremental revenues from increased retail sales. 1987 

Case 29195 - Central Hudson Gas and Electric: Electric Rates - Review of utility’s construction budgeting process, 
analysis of rate year electric plant in service, forecast and rate treatment of profits from sales of wholesale power, 
and estimation of fuel and purchased power expenses. 1986 

Case 29046 - Orange and Rockland Utilities: Electric Rates - Testified on the reasonableness of the utility’s 
proposed depreciation rates and expense levels. 1985 

Case 283 13 - Central Hudson Gas and Electric: Electric Rates - Review of utility’s construction budgeting process; 
analysis of rate year electric plant in service forecast; review of rate year operations and maintenance expense 
forecast; forecast and rate treatment of profits from sales of wholesale power; estimation of fuel and purchased 
power expenses. 1984 

Case 283 16 - Rochester Gas and Electric: Steam Rates - Price out of steam sales including the review of historic 
sales growth, usage patterns and forecast number of customers. 1984 

National Association of State Utility Consumer Advocates Annual Conference, 20 12 - Speaker accelerated main 
replacement programs 

National Association of State Utility Consumer Advocates Annual Conference, 2008 - Speaker on a case study of 
“Smart Metering” 



. 
Multiple Intervenors Annual Conference - What Will Impact Market Prices? 1998, Syracuse, New York - Speaker 
on the impact that deregulation would have on market prices for large industrial customers. 

IBC Conference - Successful Strategies for Negotiating Purchased Power Contracts, 1997, Washington, DC - 
Speaker on NY power purchase contract policies, ratepayer valuation, contract approval process and policy on 
recovery of buyout costs. 

Gas Daily Conference - Fueling the Future: Gas’ Role in Private Power Projects, 1992, Houston, Texas - Panel 
member addressing changing power supply requirements of electric utilities. 

Member Municipal Electric Utility Association 
Northeast Public Power Association 
New York State Independent System Operator 
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EPCOR Water Arizona Inc. 

Historic and Proposed Replacements of 
Meters, Services, Valves and Miles of Main 

Propsed Annual Replacements /1 

Meters Services Valves Mains 

(#I (#I (#) (Miles of) 

Mohave Water 
Paradise Valley Water 
Sun City Water 
Total 

Historic Annual Replacements /2 

Mohave Water 
Paradise Valley Water 
Sun City Water 
Total 

1,695 155 50 0.68 
"N/A 218 40 0.34 

2,320 271 16 1.10 
4,015 644 106 2.12 

Meters Services Valves Mains 

(#I (4 (#) (Miles of) 

1,650 180 17 0.75 
"N/A 147 7 0.23 

2,553 21 7 0.83 
4,203 348 31 1.81 

! 

Proposed vs. Historic (% Increase) 

Meters Services Valves Mains 

(#I (4 (#) (Miles of) 

Mohave Water 
Paradise Valley Water 
Sun City Water 
Total 

3% -14% 194% 
"N/A 49% 471% 

-4% 85% 246% 
-9% 1190% 142% 

-10% 
50% 
33% 
17% 

11- Per Company SIB Plan as presented by Company Witness Coleman 

/2 - For Mohave Water - See Exhibit CC - 1 -A, Pages 1-6 and 4-1 and RUCO DRs 7.08 
and 7.13 

For Paradise Valley - See Responses to RUCO DRs 7.08,7.15 and 7.16 

For Sun City - See responses to RUCO DRs 7.05, 7.06, and 7.08 and for Meters SIB 
Exhibit CC-1-B, page 4-1 



COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-O1303A-14-0010 

Response provided by: 
Title: Operations Directors 

Shawn Hubbard, Jeff Stuck 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.08 

Q: For each of the Paradise Valley, Mohave and Sun City Water Districts, please 
provide the number of valves replaced for each year of the period 2009-201 3. 

A: 
I 2009 I 2010 I 2011 I 2012 I 2013 I 

Mohave 1 6 1 2 1 7 1 2 7 1 4 3 1  
LakeMohave I - I - I - I - I 5 I 
CamPMohave I I - I n/a I n/a I 3 I 
ParadiseVallev I n/a I n/a I n/a I 18 1 26 I 
Sun Citv 1 3  1 4  1 1  1 6  I 1 9  I 
* n/a indicates that there were costs associated with the replacement of 
valves, but the number of units replaced is not available 



COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Candace Coleman 
Title: Engineer, Planning 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.13 

Q: Re: Testimony of Candace Coleman, page 8, Ms. Coleman states that there are 
over 200 miles of mains in the Mohave Water District and that E W M  is proposing 
a main replacement plan that will include the replacement of about 18,000 feet of 
pipe between 2015 and 2019 at an approximate cost of $4.6 million over the five- 
year period. Please provide the following: 

a) by vintage, please provide pipe material miles of main in the Mohave 
Water District installed between 1955 and 2013, 
b) the cost of repairs to mains for the last five years in the Mohave Water 
District, 
c) the cost of repairs to mains installed between 1959 and 1975, 
d) 
replaced. 
e) the vintage of pipe to be replaced between 201 5 and 201 9 
9 work papers used to justify the replacement of the identified mains in the 
CSP and five-year capital investment plan. 

the system by which the Company determined which pipes would be 

A: 
a) Please see the table on the following pages. 
b) The total cost of repairs to mains for the last five years was $170,286. 
c) This information is not available on a project specific basis. 
d) Pipes to be replaced are those which have required numerous repairs in the last 

five years, are known to be currently leaking, and/or are in the immediate vicinity of 
pipe of the same material and age which has needed numerous repairs. 

e) This information is provided Section 3, Table I, 3-1 through Table I, 3-5 in the 
Mohave SIB Engineering Report. 

9 The Mohave SIB Engineering Report, in Section 3, includes the justification for the 
mains identified for replacement. 



Main Install Year and Material _ . ~  ~~~~ 

Sum of Length 
Year/Material (mi) 

-. . . . . . . __. . - - - _. . . .- ... - ._ -- - . . ... 
1955 2.49 

AC 0.93 
ABS 1.56 

1.20 
AC 0.01 
ABS 1.19 

1959 5.89 

~- 1958 -- 

AC 
ABS 

1960 

0.25 
5.63 
1.94 

AC 
ABS 

1964 

0.01 
1.94 
1.09 

ABS 
1966 

1.09 
5.99 

AC 2.64 
ABS 3.35 

38.94 
AC 4.84 
ABS 34.11 

7.88 1968 
ABS 7.88 

3.39 1969 
ABS 3.39 

1970 9.74 

- __ - - - 1967 __ 

__ - - - __ . .  _ _ _  __- 

__ ___ _ _  - 

AC 
ABS 

1971 

1.55 
8.19 

12.52 
AC 
ABS 

1972 

2.23 
10.29 
13.85 

AC 
ABS 

1973 

3.42 
10.43 
5.15 

AC 
ABS 

1974 

1.14 
4.01 
2.64 

AC 
ABS 

0.98 
1.67 

1975 11.28 
AC 2.08 
.... _.._ll__l" ~ 

ABS 
1977 

9.21 
0.66 

AC Asbestos Cement 
DI Ductile Iron 
PVC Polyvinyl Chloride 
ABS Acrylonitrile butadiene styrene 

AC 0.46 
PVC 0.21 

1979 3.20 



* 

AC 
ABS 

1980 

1.47 
1.73 
6.15 

AC 
ABS 

1982 

0.23 
5.92 
6.64 

AC 
ABS 

1983 

5.73 
0.90 
1.07 

AC 
PVC 

1984 

0.27 
0.79 
0.58 

AC 0.58 
1985 8.25 

AC 0.33 
PVC 
ABS 

7.51 
0.42 

1986 6.13 
AC 
PVC 

1987 

4.27 
1.86 
1.91 

AC 
PVC 
ABS 

1988 

0.02 
1.78 
0.11 
2.74 

DI 
PVC 
ABS 

1989 

1.15 
1.25 
0.34 
2.64 

DI 0.02 
PVC 2.61 
ABS 0.01 

6.33 
AC 1.01 
PVC 5.30 
ABS 0.02 

3.08 1992 
PVC 3.08 

0.68 1993 
PVC 0.68 

1994 1.32 

__ 1990 - - - __ - _______ __ - __ 

- __ . - 

- -  - 

PVC 
1995 

1.32 
2.45 

PVC 
1996 

2.45 
9.19 

DI 1.39 
PVC 7.79 

5.07 
DI 0.05 
PVC 5.02 

_.  . ____ . - . 
1997 



1998 1.72 
DI 
PVC 

1999 

1.09 
0.63 
2.52 

PVC 
2000 

2.52 
2.00 

PVC 2.00 
2001 2.85 
PVC 2.85 

2002 3.84 
PVC 

2003 
3.84 
2.60 

PVC 2.60 
2004 4.66 

PVC 4.66 
2005 7.39 

PVC 7.39 
2006 2.59 

- 

PVC 
2007 

2.59 
1.98 

PVC 
2008 

1.98 
1.96 

PVC 1.96 
2009 0.37 

PVC 0.37 
0.08 2010 

PVC 0.08 
2011 1.99 

-- -- 

PVC 
2012 

1.99 
0.34 

PVC 
2013 

0.34 
0.99 

PVC 0.99 
No data 3.32 
No data 3.32 



COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-0 1 303A-I 4-00 1 0 

Response provided by: Candace Coleman 
Title: Engineer, Planning 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.05 

Q: Re: Testimony of Candace Coleman, page 11, Ms. Coleman states that the native 
soil type in the area of the Sun City Water District has necessitated the repair of 
more than 200 repairs of mains in the last five years and that half of these repairs 
occurred in the mains installed between 1959 and 1963. She further states that 
considering the pipes that are at the highest risk for failure in the system, the 
Company plans to replace about 5 miles of pipe in the Sun City Water District 
between 2015 and 2019 at a total cost of approximately $4.1 million. These 5 
miles of pipe to be replaced is out of 320 miles of mains in the District. Based on 
this, please provide the following: 

a) by vintage, please provide pipe material miles of main in the Sun City 
Water District installed between 1959 and 2013, 
b) the definition of high risk mains, 
c) the cost of repairs to mains for the last five years in the Sun City Water 
District, 
d) the cost of repairs to mains installed between 1959 and 1963, 
e) 
high-risk 
9 the vintage of pipe to be replaced between 201 5 and 201 9 
g) work papers used to justify the replacement of the identified mains in the 
CSP and five-year capital investment plan. 

the system by which the Company determines if a section of pipe is 

A: 
a) Please see the table on the following pages. 
b) A high risk main is a main that has broken multiple times or that is in the immediate 

vicinity of other breaks on mains of the same age, material, or construction 
conditions. 

c) The cost of repairs to mains for the last five years was $709,741. 
d) This information is not available on a project specific basis. 
e) We make this determination based on the definition in b), above. 
9 This information is provided Section 3, Table I, 3-1 through Table I, 3-5 in the Sun 

City SIB Engineering Report. 
g) The Sun City SIB Engineering Report, in Section 3, includes the justification for the 

mains identified for replacement. 



Main Install Year and Material 
YearjMaterial Sum of Length - (mi) __ _ _ _  _ _  - - - _ _ _  - -I--- - - 

23.24 
AC 23.24 

1960 19.46 
AC 19.46 

2.40 
AC 2.40 

1962 9.52 

_ _ _  . 
1959 __ - . . - 

- - __ - .. ___ 1961 

AC 
1963 

9.52 
8.13 

AC 
1965 

8.13 
4.57 

AC 
1966 

4.57 
10.29 

AC 10.29 
1967 7.01 

AC 7.01 
1968 1.09 

AC 1.09 
1969 20.37 

I I . . _ I ^ _ _ _ _ _ _ ^ _ _ ~ ^ x  _I_ . --- 

AC 
1970 

20.37 
18.65 

AC 5.97 
UNK 12.68 

1971 24.32 
AC 24.32 

1972 24.53 
AC 

1973 
24.53 
23.50 

AC 
1974 

23.50 
15.16 

AC 15.16 
1975 7.24 

AC 7.24 
PVC 0.00 

1976 13.07 
AC 
PVC 

1977 

9.34 
3.73 
5.78 

AC Asbestos Cement 
CIU Cast Iron 

DI Ductile Iron 
PVC Polyvinyl Chloride 

UNK Unknown 

AC 5.78 
1978 10.73 

AC 9.42 
PVC 1.31 



1979 15.34 

AC 5.62 
PVC 9.71 

1980 1.76 

AC 
1982 

1.76 
0.22 

PVC 
1983 

0.22 
10.27 

AC 0.71 
PVC 9.56 

1985 0.44 
AC 0.44 

1.72 

DI 0.10 
PVC 1.61 

___ . - __. - - .- - ___ - ._ - 1995 

0.01 
0.58 

PVC 0.58 
1998 8.75 

DI 0.42 
PVC 8.33 

1999 2.51 

PVC 
2000 

2.51 
2.12 

PVC 2.12 
2001 1.56 

PVC 1.56 
2002 0.71 

DI 0.03 
PVC 0.69 

2003 3.77 

- .-- . ._ - . - .. 

PVC 
2004 

3.77 
3.98 

PVC 3.98 
2005 0.09 

PVC 0.09 
2006 1.56 

DI 0.05 
PVC 1.51 

2007 6.60 

_I ____I_ 

DI 
PVC 

2008 

5.84 
0.76 
2.55 

DI 
PVC 

0.89 
1.67 



. 

2009 0.47 
DI 0.10 
PVC 0.36 
UNK 0.00 

2010 0.17 
DI 

2011 
0.17 
0.75 

DI 0.04 
PVC 0.71 

2.73 
DI 0.06 
PVC 2.68 

2013 0.01 

-- 2012 

~~ 

.. -. ..... .................................... 

PVC 
(blank) 

0.01 
0.40 

fblankj 0.40 ~~ . . . . .  . . . . . . . . . . . .  .- . . . . .  -. . ._-.I - .... 
Grand Total 318.13 



COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Candace Coleman 
Title: Engineer, Planning 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.06 

Q: Re: Testimony of Candace Coleman, page 11, Ms. Coleman states that the Sun 
City Water District has approximately 23,600 service connections the age of these 
services generally matches the age of the mains in the District. Ms. Coleman 
states that many of these services are galvanized steel pipe, which has been 
found to be highly corroded and failing at a high rate, and using historical data the 
Company has determined the likelihood that services of a certain age, material, 
and location have failed or are at risk for immediate failure. Based on this data, 
Ms. Coleman states that EWAZ plans to replace approximately 1,100 services 
between 2015 and 2019 at a total cost of about $4.3 million. Based on this, please 
provide the following: 

a) by vintage, please provide the number of services in the Sun City Water 
District installed between 1959 and 2013, 
b) an explanation of how a vintage of services is determined to be at risk 
for immediate failure with further explanation of how the age, material and 
location of the service factor into this determination, 
c) the cost of repairs to services for the last five years in the Sun City 
Water District, 
d) the number of services replaced in the last five years, 
e) the vintage of services to be replaced between 2015 and 2019, 
9 work papers used to justify the replacement of the identified mains in the 
CSP and five-year capital investment plan. 

A: 
a) Please see the table on the following pages. 
b) The original services in the area of Sun City in which we propose replacements are 

all 40 to 50 years old and are galvanized steel, which is prone to corrosion. The 
location of a service can affect its useful life due to factors such as soil chemistry, 
water chemistry, system pressure, installation method, and material quality. 

c) The total cost of repairs to services for the last five years was $352,443. 
d) There were 107 services replaced in the last five years. 
e) This information is provided Section 1, Table I ,  1-1 through Table I, 1-5 in the Sun 

City SIB Engineering Report. 
9 Section 1 of the Sun City SIB Engineering Report includes the justification for the 

services identified for replacement. 



Services Installed by Year 

Year Services - -. 

Number of 

1900 
1959 
1960 
1962 
1963 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1982 
1983 
1985 
1995 
1996 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 

8 
7 10 
679 

1448 
786 
485 
932 
503 
82 

1667 
1149 
1999 
1933 
1571 
1388 
615 
8 10 
517 

1185 
1334 

55 
5 

65 
7 

28 
28 
86 

191 
243 
24 
27 

390 
620 

3 
208 
151 
288 

18 
5 
9 

42 
7 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Candace Coleman 
Title: Engineer, Planning 
Title: 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.15 

Q: Re: Testimony of Candace Colemen, page 9, Ms. Coleman states that there are 
over 130 miles of mains in the Paradise Valley Water District and that EWAZ is 
proposing a main replacement plan that will include the replacement of about 
9,300 feet of pipe between 2015 and 2019 at an approximate cost of $1.7 million 
over the five-year period. Please provide the following: 

a) by vintage, please provide pipe material miles of main in the Paradise 
Valley Water District installed between 1946 and 201 3, 
b) the cost of repairs to mains for the last five years in the District, 
d) the cost of repairs to mains installed between 1946 and 1960, 
e) the system by which the Company determined which pipes would be 
replaced. 
9 the vintage of pipe to be replaced between 2015 and 2019 
g) work papers used to justify the replacement of the identified mains in the 
CSP and five-year capital investment plan. 

A: a) See attached table 

b) $512,190 was spent on main replacements from 2009 to 2013. 

d) This information is not available on a project specific basis. 

e) Pipes to be replaced are those which have required numerous repairs in the last 
five years, are known to be currently leaking, and/or are in the immediate vicinity of 
pipe of the same material and age which has needed numerous repairs. 

9 The age of the pipes to be replaced is included in the Paradise Valley SIB 
Engineering Report, Section 3, SIB Plant Table I, 3-1 through 3-5. 

g) Justification of main replacements is included in the Paradise Valley SIB 
engineering report in Section 3. 



_ _  1900 1.14 
AC 0.10 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Candace Coleman 
Title: Engineer, Planning 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.16 

Q: Re: Testimony of Candace Coleman, page IO, Ms. Coleman states that Company 
plans to replace approximately 1,100 services between 2015 and 2019 in the 
Paradise Valley Water District at a total cost of about $4.3 million. Please provide 
the following: 

a) by vintage, please provide the number of services in the Paradise Valley 
Water District installed between 1946 and 2013, 
b) an explanation of how a vintage of services is determined to be at risk for 
immediate failure with further explanation of how the age, material and 
location of the service factor into this determination, 
c) the cost of repairs to services for the last five years in the Paradise Valley 
Water District, 
d) the number of services replaced in the last five years, 
e) the vintage of services to be replaced between 2015 and 2019, 
9 work papers used to justify the replacement of the identified mains in the 
CSP and five-year capital investment plan. 

A: a) See table below. 

b) The average age of the services that failed and were replaced in 2012 and 2013 
is 52 years. The services in Paradise Valley are constructed of galvanized steel 
which is prone to corrosion. The location of a service can affect its useful life due 
to factors such as soil chemistry, water chemistry, system pressure, installation 
method, and material quality. 

c) A total of $727,727 was spent on service line replacements between 2009 and 
201 3. 

d) There were 118 services replaced in 2012 and 175 replaced in 2013. Data for 
2009 through 201 1 is not available. 

e) The age of the pipes to be replaced is included in the Paradise Valley SIB 
Engineering Report, Section 1, SIB Plant Table I, 1-1 through 1-5. 

9 Justification of service replacements is included in the Paradise Valley SIB 
engineering report in Section 1. 
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18 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Candace Coleman 
Title: Engineer, Planning 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 7.17 

Q: Re: Direct Testimony of Candace Coleman, page 4; please provide the useful 
service life for valves, meters, mains and services. 

A: The useful service life of an asset depends on factors such as material, location, 
system pressures, soil chemistry, and water chemistry. The useful lives of the 
assets identified in the SIB were estimated for each asset by asset type, material, 
age, and previous repairs and replacements in the immediate vicinity. All assets 
identified in the SIB are recommended for replacement because they are 
considered to be at high risk for failure. Information on the risk factors for each 
replacement project can be found in Table I of the SIB Engineering Report for each 
district. 
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I. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

INTRODUCTION 

Please state your name, position and business address. 

Ralph C. Smith. I am a Senior Regulatory Consultant at Larkin & Associates, PLLC, 

15728 Farmington Road, Livonia, Michigan 48 154. 

Please describe Larkin & Associates. 

Larkin & Associates is a Certified Public Accounting and Regulatory Consulting firm. 

The firm performs independent regulatory consulting primarily for public servicehtility 

commission staffs and consumer interest groups (public counsels, public advocates, 

consumer counsels, attorneys general, etc.). Larkin & Associates has extensive experience 

in the utility regulatory field as expert witnesses in over 600 regulatory proceedings 

including numerous electric, gas, telephone, and water and sewer matters. 

Mr. Smith, please summarize your educational background. 

I received a Bachelor of Science degree in Business Administration (Accounting Major) 

with distinction from the University of Michigan - Dearborn, in April 1979. I passed all 

parts of the Certified Public Accountant (“C.P.A.”) examination in my first sitting in 1979, 

received my CPA license in 198 1, and received a certified financial planning certificate in 

1983. I also have a Master of Science in Taxation from Walsh College, 198 1, and a law 

degree (“J.D.”) cum laude from Wayne State University, 1986. In addition, I have 

attended a variety of continuing education courses in conjunction with maintaining my 

accountancy license. I am a licensed C.P.A. and attorney in the State of Michigan. I am 

also a Certified Financial PlannerTM professional and a Certified Rate of Return Analyst 

(“CRRA”). Since 1981, I have been a member of the Michigan Association of Certified 

Public Accountants. I am also a member of the Michigan Bar Association and the Society 

of Utility and Regulatory Financial Analysts (“SURFA”). I have also been a member of 
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the American Bar Association (“ABA”), and the ABA sections on Public Utility Law and 

Taxation. 

Q. 
A. 

Please summarize your professional experience. 

Subsequent to graduation from the University of Michigan, and after a short period of 

installing a computerized accounting system for a Southfield, Michigan realty 

management firm, I accepted a position as an auditor with the predecessor CPA firm to 

Larkin & Associates in July 1979. Before becoming involved in utility regulation where 

the majority of my time for the past 35 years has been spent, I performed audit, 

accounting, and tax work for a wide variety of businesses that were clients of the firm. 

During my service in the regulatory section of our firm, I have been involved in 

rate cases and other regulatory matters concerning electric, gas, telephone, water, and 

sewer utility companies. My present work consists primarily of analyzing rate case and 

regulatory filings of public utility companies before various regulatory commissions, and, 

where appropriate, preparing testimony and schedules relating to the issues for 

presentation before these regulatory agencies. 

I have performed work in the field of utility regulation on behalf of industry, state 

attorneys general, consumer groups, municipalities, and public service commission staffs 

concerning regulatory matters before regulatory agencies in Alabama, Alaska, Arizona, 

Arkansas, California, Connecticut, Delaware, Florida, Georgia, Hawaii, Indiana, Illinois, 

Kansas, Kentucky, Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota, 

Mississippi, Missouri, New Jersey, New Mexico, New York, Nevada, North Carolina, 

North Dakota, Ohio, Pennsylvania, South Carolina, South Dakota, Texas, Utah, Vermont, 

Virginia, Washington, Washington D.C., West Virginia, and Canada as well as the Federal 

Energy Regulatory Commission and various state and federal courts of law. 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

Have you prepared an attachment summarizing your educational background and 

regulatory experience? 

Yes. Attachment RCS- 1 provides details concerning my experience and qualifications. 

On whose behalf are you appearing? 

I am appearing on behalf of the Residential Utility Consumer Office (“RUCO”). 

Have you previously testified before the Arizona Corporation Commission? 

Yes. I have previously testified before the Commission on a number of occasions. As 

illustrative examples, in 2000, I filed testimony on behalf of the Commission Utilities 

Division Staff in Docket No. T-1051B-99-0497, involving the merger of the parent 

companies of Qwest Communications Corporation, LCI International Telecom Corp. and 

U.S. West Communications, Inc. I testified before the Commission in Docket No. E- 

01 345A-06-0009, involving an emergency rate increase request by Arizona Public Service 

Company (“APS” or “Company”); APS’ Docket Nos. E-01345A-05-0816, E-01345A-05- 

0826, and E-01 345A-05-0827, concerning proceedings involving APS base rates and 

other matters; Docket No. E-01 345A-08-0172, concerning an emergency rate increase and 

general rate case request; and the most recent APS case, Docket No. E-01345A-11-0224. 

I also testified before the Commission in UNS Gas, Inc. rate cases, Docket Nos. G- 

04204A-11-0158, G-04204A-08-0571, G-04204A-06-0463, G-04204A-06-0013 and G- 

04204A-05-083 1 ; in UNS Electric, Inc. rate cases, Docket Nos. E-04204A-06-0783 and 

E-04204A- 12-0504; and in Southwest Gas Corporation rate cases, Docket Nos. G- 

01551A-07-0504 and G-01551A-10-0458. I testified before the Commission in the 

Arizona-American Water Company in Docket Nos. W-01303A-09-0343 and SW-01303A- 

09-0343. I have also presented testimony in Tucson Electric Power Company rate cases, 

Docket Nos. E-01933A-07-0402 and E-01933A-12-0291, among others. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

What is the purpose of the testimony you are presenting? 

The purpose of my testimony is to address affiliated charge issues presented in the current 

EPCOR Water Arizona Inc. ("EPCOR," "EWAZ" or the "Company") water and 

wastewater utility rate case. 

How did EWAZ come into existence? 

Arizona American Water Company was sold to EPCOR Water USA ("EWUS"), was 

renamed EPCOR Water Arizona Inc. ("EWAZ"), and began providing regulated water and 

wastewater service in Arizona under its new name and ownership effective February 1, 

2012. The Commission approved the transfer of ownership in Order No. 72668 in Docket 

No. W-O1303A-11-0101 on November 17,201 1. 

Which EWAZ water and sewer public utilities are included in the current rate case? 

The following EWAZ water and sewer public utilities, referred to herein as districts, are 

included in the current rate case, with the approximate number of connections for each 

utility: 
0 

0 

0 

0 

0 

Mohave Water District: 16,067 connections; 

Paradise Valley Water District: 4,862 connections; 

Sun City Water District: 23,004 connections; 

Tubac Water District: 596 connections; and 

Mohave Wastewater District: 1,448 connections.' 

What information did you review in conducting your analysis? 

I reviewed the Application and direct testimony of EPCOR, responses to data requests, 

and public information. 

' See, e.g., EWAZ Application, pages 1-2, footnote 1. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

11. 

Q. 
A. 

Have you prepared any attachments to be filed with your testimony? 

Yes. Attachments RCS-1 through RCS-5 contain additional background and 

qualifications information and copies of selected documents that are referenced in my 

testimony. 

Please briefly explain what is included in each of those attachments. 

Attachment RCS- 1 contains additional information on my Background and Qualifications. 

Attachment RCS-2 presents a March 18, 2014 EPCOR Utilities Inc. Investor 

Presentation that has an overview of EPCOR. 

Attachment RCS-3 presents my recommended adjustments to EPCOR affiliated 

charges affecting each of the districts. 

Attachment RCS-4 contains copies of EWAZ non-confidential responses to data 

requests and other non-confidential material referenced in testimony. 

Attachment RCS-5 contains selected EWAZ Confidential material that is 

referenced in my testimony. 

What test year is being used in this rate case? 

The test year utilized by EWAZ in connection with the preparation of its Application is 

the 12-month period that ended June 30,201 3. RUCO has used the same test year. 

SUMMARY OF TESTIMONY AND CONCLUSIONS 

Please summarize your testimony and conclusions. 

Concerning adjustments to the Company's requested operating expenses, as discussed in 

Section IV of my testimony, I am recommending the following adjustments, which, 

cumulatively, reduce expenses for the five districts by $479,102: 
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EPCOR Water Arizona lnc 
Summuy ofAdjustments to Aililiated Charges Expense 
Test Yearkded June 30, '2013 

Line 
NO. Description - 

1 
2 
3 
4 
5 Total 

Incentive Compensation Expense - STIP 
Incentive Compensation Expense - MTIP 
EPCOR Corporate IT A f f i t e d  Charges Expense 
Advertising, Promotions and Donations Expense 

RUCO Actjustment to Test Year Afliliate Charges b n s e  
Attachment 

RCSJ Suo City Mohaw Paradse Valley Total 5 
Schedule Water Mohaw Water Wastewater Water Tutnc Water Districts 

C-1 $ (134,672) $ (91,622) $ (15,497) $ (82,996) $ (9,192) $ (333,978) 
C-2 $ (48,534) $ (33,020) $ (5,585) $ (29,911) $ (3,313) $ (120,363) 
C-3 $ (1278) $ (869) $ (147) $ (788) $ (87) $ (3,169) 
c -4  $ (5,627) $ (8.700) $ (324) $ (4,553) $ (2,388) $ (21,591) 

$ (190,111) $ (134,211) $ (21,553) $ (118248) $ (14,979) $ (479,102) 

Concerning Accumulated Deferred Income Taxes, as discussed in Section V of my 

testimony, it appears from the information received to date that the ADIT balance used by 

the Company to reduce rate base in these filings is understated for a number of reasons, 

including that the Company did not update the recorded December 3 1,201 2 balance from 

that date to the end of the June 30,2013 test year that it is using. ADIT should be updated 

through June 30,2013 to reflect plant additions through the end of the test year, as well as 

the impact of 201 3 bonus tax depreciation that was claimed on such additions. 

Additionally, the net rate base impact for any post-test year plant additions to be 

allowed should reflect appropriate offsets for related ADIT, including the impact of 201 3 

and 20 14 bonus tax depreciation. 

Finally, it should be determined if Arizona ratepayers are being harmed by the IRC 

§338(h)(10) election which resulted in resetting to zero the ADIT balances as of the date 

of the ownership transfer. If it is determined that Arizona ratepayers are being harmed by 

that election, an appropriate remedy to protect them should be devised. Moreover, if such 

a remedy is determined to be needed, it should be done in a way that will not result in a 

normalization violation and will thus preserve the Company's ability to continue to use 

accelerated tax depreciation. 

Additional information is being sought by RUCO from the Company concerning 

ADIT related issues. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 
24 

25 
26 

27 
28 
29 

Direct Testimony of Ralph C. Smith [PUBLIC] 
Docket No. WS-01303A-14-0010 
Page 7 

111. OVERVIEW OF EPCOR AFFILIATED CHARGES 

Q. 

A. 

Please provide a brief overview of EPCOR. 

An overview of EPCOR is contained in the March 18,2014 EPCOR Utilities Inc. Investor 

Presentation, which I have attached to my testimony as Attachment RCS-2, and I will be 

making reference to that document. 

EPCOR is headquartered in Edmonton, Alberta, Canada. The sole shareholder of 

EPCOR is the City of Edmonton, Canada. EPCOR has two key business lines: (1) water 

and (2) wires, and serves primarily in three regions: (1) the Edmonton region, (2) 

Alberta's oil sands and (3) the Southwestern U.S. EWAZ is part of EPCORs water and 

wastewater business in the Southwestern U.S. region. In this region, EPCOR's regulated 

water utilities are located in Arizona and New Mexico and include Chaparral City Water 

Company, EPCOR Water Arizona, and EPCOR Water New Mexico. Those Southwestern 

U.S. EPCOR utilities provide water and wastewater services to approximately 195,000 

customer connections across 22 communities. 

EPCOR also provides water and wastewater service for the City of Edmonton, 

Canada and in Alberta and British Columbia, Canada. EPCOR also provides electric 

distribution and transmission service for the City of Edmonton, Canada, as described on 

page 9 of Attachment RCS-2. 

A financial overview of EPCOR for 2013 is presented in graphic form on page 19 

of Attachment RCS-2. As shown there, in Canadian Dollars (C$) for 2013 EPCOR had: 
Consolidated Revenue of C$1.955 billion, of which approximately 27 percent is 
related to its water services; 

Consolidated Operating Income of C$290 million, of which approximately 40 percent 
is related to its water services; 

Consolidated Total Assets of C$5.447 billion, of which approximately 48 percent is 
related to its water services; and 

Consolidated Earnings before Interest, Taxes, Depreciation and Amortization 
(EBITDA) of C$435 million, of which approximately 40 percent is related to its 
water services. 

0 

0 
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As stated on page 21 of Attachment RCS-2, EPCOR has indicated that it will fund 

capital expenditures with a mix of debt and equity in proportions necessary to maintain its 

investment grade credit rating. Additionally, EPCOR indicates that its debt profile will be 

a blend of short and long-term debt but heavily weighted to long-dated maturities to 

achieve match with asset lives and sourced at lowest economic cost with due consideration 

to interest rate and foreign exchange risks. That page also indicates that EPCOR's 

dividend policy was amended effective 2013 with the annual amount set at the 2012 level 

of $141 million until a change is recommended by the EPCOR Board and approved by its 

Shareholder. 

Page 24 shows that in 2013, EPCOR has paid its Shareholder, the City of 

Edmonton, Franchise Fees and Property Taxes of C$89 million and Dividends of C$141 

million. 

Page 25 shows EPCOR's debt-to-capitalization ratio for the years 2006 through 

2013. The 2013 debt-to-capitalization ratio was 47 percent. 

Q. 

A. 

What does the testimony of EWAZ witness Hubbard state concerning which services 

are provided from the Edmonton, Canada headquarters, and which are provided 

locally? 

Page 4 of Ms. Hubbard's Direct Testimony contains the following explanation: 

As part of the transition from American Water, the functions previously 
provided by the shared services center in New Jersey and St. Louis are now 
provided by local employees supplemented by limited corporate services 
from Edmonton, Alberta, Canada, the headquarters of the parent company 
EPCOR Utilities, Inc. (''EUI''). Locally provided functions include the 
Finance, Accounting, Human Resources, Public and Governmental Affairs, 
Rates and Regulatory, Customer Service, and the Supply Chain functions. 
Operations, including GIS mapping services, and water testing services are 
all locally-provided. 
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Q* 
A. 

Q. 

A. 

Q. 

A. 

Does EPCOR have a Cost Allocation Manual? 

Yes. Copies of the Corporate Cost Allocation Process used by EPCOR for 2012 and 2013 

were provided in response to RUCO’s Data Request No. 12.01 (hereafter all data requests 

will be referred to as RUCO number). That response and the 2013 Corporate Cost 

Allocation Process are included in Attachment RCS-4. 

Has the Company provided an organizational chart and service territory maps for 

the EWAZ districts? 

Yes. The Company’s response to RUCO 12.17 provides an organizational chart and 

service territory maps for the EWAZ districts. As shown in the EPCOR Water USA Inc. 

District Chart, EPCOR Water (USA) Inc. is identified as Business Unit, BU 6U. EPCOR 

Water Arizona Inc. (EWAZ) is identified as Business Unit 7A.* 

What amounts of test year affiliated charges were recorded in the test year for each 

EWAZ utility for which a rate increase is being requested in the current case? 

The Company’s response to RUCO 12.02 states that: 

Excluding the charges in accounts 6203 and 6204 for the main Corporate 
Allocation, the only affiliate charges included in the test year expenses of 
the Arizona districts included in this rate application are from EPCOR 
Utilities Inc. Attachment labeled “RUCO 12.02 Charges fi-om 
Affiliates.~lsx~~ summarizes those charges by district. 

The amount of Corporate Allocation for accounts 6203 and 6204 included 
in each district’s test year expenses are summarized below and were 
provided in response to data request number RUCO 1.41. 

a. Mohave Water $ 347,018 

b. Paradise Valley Water $ 314,349 

C. Sun City Water $ 510,069 

d. Tubac Water $ 34,814 

This response, and other non-confidential responses to discovery requests that are referenced in my testimony, are 
included in Attachment RCS-4. 
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e. Mohave Wastewater $ 58,695 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Has EWAZ made a pro forma adjustment relating to those charges? 

Yes. The Company's response to RUCO 12.03 provides the following description and 

adjustment amounts in Company Adjustment SM- 18, which annualized the corporate 

allocation: 

The only EPCOR affiliate charges reflected in pro forma adjustments 
related to charges from EPCOR Utilities Inc. are displayed on the 
Corporate Allocation line on Schedule C-2. Please refer to the income 
statement pro forma adjustments ADJ SM-18 for all districts which 
annualizes the corporate allocation. The amounts of the pro forma 
adjustments ADJ SM-18 are listed below by the district. 

a. Mohave Water $ (52,670) 

b. Paradise Valley Water $ (47,711) 

C. Sun City Water $ (77,417) 

d. Tubac Water $ ( 5,284) 

e. Mohave Wastewater $ ( 8,908) 

What did EWAZ state concerning whether there were any affiliate costs included in 

its requested rate base for the districts included in the current rate increase 

application? 

The Company's response to RUCO 12.04 stated that: "There are no[t] any affiliate costs 

included in the rate base of any of the districts in this rate application." 

You mentioned that a test year ending June 30, 2013 was being used. Was 

information concerning affiliated charges to EWAZ by account for that test year 

requested, and was the Company able to produce that information? 

Such information was requested in RUCO 12.05(c). The Company's response to that 

request, however, stated that: "EPCOR Utilities Inc. does not produce financial 

information for the 12 months ended June 30,201 3 .I' Additional follow-up discovery was 

conducted to obtain details on affiliated charges to EWAZ by account for the test year. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Was the Company asked which affiliates are charging cost to EWAZ and to EPCOR 

Water (USA) Inc.? 

Yes. This was requested in RUCO 12.16(b), which asked whether any costs were being 

charged to EWAZ or to EPCO Water (USA) Inc. from any of a list of affiliates. 

What did the Company’s response to RUCO 12.16(b) state, concerning which 

affiliates are charging cost to EWAZ or to EPCOR Water (USA) Inc.? 

The Company’s response to RUCO 12.16(b) stated as follows concerning which affiliates 

are charging cost to EWAZ or to EPCOR Water (USA) Inc.: 

EPCOR Water USA Inc. has charges in 2013 from the following affiliates. 

1. 

2. EPCOR Utilities Inc.: Yes 

3. The City of Edmonton: No 

4. EPCOR Water Development (West) Inc.: No 

5. EPCOR Water Services, Inc.: No 

6. EPCOR Utility Holdings, Inc.: No 

7. Any other affiliates: Yes, EPCOR Power Development Corporation 

EPCOR Finance (USA) Inc.: No 

Does EWAZ or EPCOR Water (USA) Inc. have financial statements? 

According to the responses to RUCO 12.16(f) and (g), EWAZ and EPCOR Water (USA) 

Inc. have financial statements but they are internally generated and are for management’s 

purposes only: 

f. EWAZ has financial statements, see attached file “RUCO 12.16.f.xlsx” 
they are internally generated and for managements purposes only. EWAZ 
is part of an overall audit of EPCOR Utilities Inc and its financial 
statements are not the result of a stand-alone audit. 

g. EPCOR Water (USA) Inc. (EWUS) has financial statements, see 
attached “RUCO 12. 16.g.xlsx”, they are internally generated and for 
managements purposes only. EWUS is part of an overall audit of EPCOR 
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Utilities Inc and its financial statements are not the result of a stand-alone 
audit. 

Q. 
A. 

Q* 
A. 

Q. 

A. 

What types of affiliate charges are the EWAZ utilities incurring? 

The EWAZ utilities are incurring affiliated charges for Corporate Asset Usage Fees, and 

for Management Fees which are included in the Corporate Allocations. 

What are the affiliate Corporate Asset Usage Fees? 

As explained in the Company’s response to RUCO 12.07(a): 

EUI charges fees relating to general plant assets owned by EUI that are 
used in providing Corporate Services to EPCOR business units. These fees 
are referred to as Corporate Asset Usage Fees. The categories of assets for 
which Corporate Asset Usage Fees are charged include the following: 

0 Leasehold Assets (Edmonton) 

0 

0 Information System (“IS”) Infrastructure 

0 Financial Systems 

0 Disaster Recovery Systems 

0 Furniture and Fixtures Assets 

Vehicles 

Human Resources Information System (“HRIS”) 

The Asset Usage Fee for each category of corporate assets is comprised of 
two components: “return on” capital and “return of’ capital (or 
depreciation expense). The return on capital component is calculated using 
the service recipient’s weighted average cost of capital (“WACC”). 

Is the “return on capital” component of the EPCOR Corporate Asset Usage Fees 

being charged to the EWAZ utilities? 

No, not according to Company’s response to RUCO 12.07(a), which indicated that the 

“return on capital” component of the EPCOR Corporate Asset Usage Fees is not being 

charged to EPCOR’s US Water business units. The EWAZ utilities are part of EPCOR’s 
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US Water business units, so based on this response, the "return on capital" component of 

the Asset Usage Fee is not being charged to the EWAZ utilities. Similarly, the Company's 

response to RUCO 12.11 states that: "The US Water business units are not charged any 

[']of return on capital['] component of the asset usage fee." 

Q. 
A. 

Q. 
A. 

What are the Management Fee charges? 

The Company's response to RUCO 12.07(b) states that: "The Shared Service Management 

Fee represents the corporate costs that are allocated to the various operating business 

units." 

What are the Corporate Cost Allocations? 

As explained in the Company's response to RUCO 12.07(c): 

The costs charged as the Management Fee referenced in b. above are 
detailed on attachment labeled "RUCO 12.09 Corporate Allocation.xlsx". 
For convenience the cost categories are listed below. 

President and CEO 
SVP Finance and CFO 
SVP Legal and External Relations 
Executive Assistants 
Board 
Corporate Finance 
Treasury 
Risk, Assurance and Advisory 
SVP Human Resources 
Human Resources Consulting 
Total Rewards 
Talent Management 
SVP Information Services 
Major Capital Projects 
Application Services 
Infrastructure Operations 
Mailroom, Facilities and Procurement 
Rent 
Security 
Business Transformation 
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0 Incentive Compensation 
0 Public and Government Affairs 

Regulatory Affairs 
0 Legal Services 
0 Health, Safety and Environment 
0 Strategic Planning and Development 

Q. 

A. 

Q. 

A. 

How are EPCOR's affiliated transactions charged to EPCOR Water (USA) Inc. 

(EWUS)? 

The Company's response to RUCO 12.16(d) states that transactions from EPCOR 

affiliates to EWUS are charged in two ways (1) by allocation, and (2) by invoices: 

Transactions from EPCOR affiliates are charged to EPCOR Water (USA) 
Inc in one of two ways. The first way is by allocation, which means the 
EPCOR affiliate incurs the charge and then a journal entry is made in the 
general ledger to charge EPCOR Water (USA) Inc. The other way is by 
invoice, which means the EPCOR affiliate incurs the charge and then 
generates an invoice that is paid through accounts payable to charge to 
EPCOR Water (USA) Inc. 

What are the amounts of EPCOR's affiliated charges to EWUS for the test year and 

comparable periods? 

The 6U Grand Totals attachment to the Company's response to RUCO 12.16 shows the 

following total affiliate charges to EPCOR Water (USA) Inc. for the periods indicated: 
$52.304 million for the 11 months ending December 3 1,2012. 
$60.51 1 million for the 12 months ending June 30,2013. 
$52.721 million for the 12 months ending December 31,2013. 
$52.834 million for the 12 months ending June 30,2013. 

0 

The amount for the 12 months ending June 30, 20 13, which is the test year selected by the 

Company for the current rate case, is notably higher than any of the other comparative 

periods. 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

How are EPCOR affiliated transactions charged to EWAZ? 

The Company's response to RUCO 12.16(c) states that transactions from EPCOR affiliates 

to EWAZ are charged in two ways (1) by allocation, and (2) by invoices: 

Transactions from EPCOR affiliates are charged to EWAZ in one of two 
ways. The first way is by allocation, which means the EPCOR affiliate 
incurs the charge and then a journal entry is made in the general ledger to 
charge EWAZ. The other way is by invoice, which means the EPCOR 
affiliate incurs the charge and then generates an invoice that is paid through 
accounts payable to charge to EWAZ. 

What are the amounts of EPCOR's affiliated charges to EWAZ for the test year and 

comparable periods? 

The 7A Grand Totals attachment to the Company's response to RUCO 12.16 shows the 

following total affiliate charges to EWAZ for the periods indicated: 
$4.679 million for the 11 months ending December 3 1,2012. 
$5.995 million for the 12 months ending June 30,2013. 
$5.158 million for the 12 months ending December 31,2013. 
$4.655 million for the 12 months ending June 30,2014. 

The amount for the 12 months ending June 30,2013, which is the test year selected by the 

Company for the current rate case, is notably higher than any of the other comparative 

periods. 

Has the Company explained why the $5.995 million for the 12 months ending June 

30,2013 is so much higher than for the other comparative periods? 

To some extent, yes. RUCO 17.16 asked the Company about this. The Company's 

response to RUCO 17.16(a) indicates that information was left out of the account details 

that the Company had provided in response to RUCO 12.16 and that: "The revised total 

charges from EPCOR affiliates for the 12 months ending 6/30/2013 is $5,327,092." 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What amounts of affiliate charges are reflected in account 6204? 

The Company's response to RUCO 17.16(d) states that: 

Account 6204 consists of corporate costs allocated down from EUI that 
include costs related to Board/Exec, Corporate Finance, Corporate HR, 
Information Systems support, Supply Chain support, Legal support, and 
Risk. Due to the additional information that was provided in response a. 
above, the costs have been revised as follows: 

Test year ending 6/30/2013 - $4,829,707.02 

Calendar year 2012 - $4,439,610.81 

Calendar year 2013 - $4,408,750.29 

12 months ending 6/30/2014 - $4,261,936.41 

What explanation did the Company provide as to why the amount of affiliated 

charges in account 6204 are substantially higher than for any of the other 

comparative periods? 

The Company's response to RUCO 17.16(d) states that: 

These costs for the test year are higher than calendar year 2012 due to less 
than one year of charges being charged in 2012. The charges have 
subsequently decreased over the following periods due to EPCOR 
corporate efficiencies being allocated down to EWAZ. 

Was the Company asked further discovery about the "EPCOR corporate 

efficiencies" that are "being allocated down to EWAZ"? 

Yes. 

corporate efficiencies" that are "being allocated down to EWAZ." 

RUCO 18.2 asked the Company for additional details concerning the "EPCOR 

What further explanations of this were provided by the Company in response to 

RUCO 18.2? 

The Company's response to RUCO 18.2(a) explains first that the Company is requesting 

$4,3 94,653 before allocations to the districts using the 4-factor allocation methodology, 
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and this Company request is based on actual costs for the 12 month period ending 

December 3 1,20 13, with Company pro forma adjustments: 

The efficiencies referred to in RUCO 17.16d. relate to the corporate 
parent's allocated costs for support in specific areas. The 12 month period 
ending 6/30/2013 included costs from the last half of the year 2012 which 
was the year of acquisition and transition. During this time, support in 
finance, HR, supply chain, and other various areas was received and 
charged through to EWAZ. The 12 month period ending 6/30/2014, 
including estimated expenses for the months in 2014, include less support 
from the corporate parent as EWAZ has completed the transition phase 
following the acquisition and relies on less support fiom the corporate 
parent. The Company's request in this proceeding is based on the actual 
costs for the 12 month period ended December 31, 2013 of $4,648,603 
before removal of P&GA costs of $422,296 allocated fiom the corporate 
parent and further adjusted for expected labor cost increases totals 
$4,394,653 and is shown on each district's Schedule C-2 p. 23; Adj SM-18 
which is then allocated to the districts using the 4-factor allocation 
methodology. 

Q. 

A. 

Has the Company identified amounts associated with the "EPCOR corporate 

efficiencies"? 

Yes. The Company's responses to RUCO 18.2(b) and (c) provide the following 

information about the amount of the efficiencies and related areas of support: 

b. The amount of the efficiencies and related areas of support are below. 

12 months ending 6/30/2013 4,829,707 
12 months ending 6l3012014 4,261,936 
Change (567,771 1' 

Board and Executive 
Finance 
Human Resources 
Information Services 
Supply Chain Management 
Legal and External Relations 
Strategic Planning 8, Development 
At-risk Compensation 

(45,635) 

(23,290) 
(85,684) 

(125,776) 
(63,990) 
(95,231 ) 
(24,107) 

(1 04,0581' 

(567,771 1' 
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c. The $4,394,653 total Corporate Allocation requested by the Company in 
this proceeding (before allocation to the districts) has been normalized for 
known and measureable changes from the unadjusted test year amount of 
$4,829,707 recorded in account 6204. I would also note that the 
$4,261,936 for the twelve months ending 6/30/14 is comprised of 6 months 
of estimated expenses and will be adjusted at the end of the year to reflect 
actual expenses. 

Q. 

A. 

IV. 

Q. 

A. 

Has the Company provided the information "at the end of the year to reflect actual 

expenses" that was referred to in the Company's response to RUCO 18.2(c)? 

To the best of my knowledge, they have not. Depending on what that information shows, 

an additional adjustment to reflect the annualized impact of the EPCOR corporate 

efficiencies which are to be allocated down to EWAZ but which has not yet been in the 

Company's request, may need to be made. 

RECOMMENDED EXPENSE ADJUSTMENTS 

Are you recommending any adjustments to the affiliated charges requested by the 

Company for the five utility districts at this time? 

Yes. As described below, I am recommending that affiliate charges for incentive 

compensation, both STIP and MTIP, be removed, as shown on Attachment RCS-3, 

Schedules C-1 and C-2, respectively. 

I am recommending an adjustment for EPCOR affiliated IT charges, which the 

Company's responses to discovery, such as RUCO 18.3(c), acknowledge should be 

reduced by $1 1,010 before 4-factor allocations are applied. My recommended adjustment 

for this is shown on Attachment RCS-3, Schedule C-3. 

I am recommending an adjustment to remove some expenses for advertising, 

promotion, and donations, as shown on Attachment RCS-3, Schedule C-4. RUCO is 

reversing EPCOR's requested test year amounts for each of the five districts because they 
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are not necessary for the provision of safe and reliable utility service and therefore should 

be borne by shareholders. 

Each of these recommended adjustments is discussed in additional detail in the 

following sections of my testimony. 

Incentive Compensation/At-Risk Compensation 

Q. 

A. 

Q. 
A. 

Were some of the EPCOR Corporate Allocation costs disallowed in the 

Commission's decision in a recent EWAZ affiliate rate case? 

Yes. The Commission's June 20,2014 Decision No. 74568 in Docket No. W-02113A-13- 

0118 involving Chaparral City Water Company, which is an affiliate of EWAZ, agreed 

with a Staff recommendation to disallow incentive pay noting that the Company failed to 

quantify or justify its proposed recovery of incentive pay.3 Page 24 of that Decision states 

that: "Staffs recommended corporate expense allocation removes 100 percent of CCWC's 

requested incentive pay. Staff argues that CCWC failed to properly quantify or justify its 

calculations of amounts paid under the incentive payment plan." 

Has the Company included costs for incentive pay in its current rate case requests? 

Yes. The Company's response to RUCO 15.01 indicated that incentive compensation costs 

allocated to Arizona for the test year ending June 30, 2013 for the portion of At Risk 

Compensation are as follows: 

Year Ended 
2012 201 3 ' 6/30/13 

STIP $421,198 $369,830 $395,514 
MTIP $279,414 $246,553 $262,983 
Total $700,612 $61 6,383 $658,497 

- 

See Decision No. 74568 at pages 24-25. 

~ 
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In its response and supplemental response to RUCO 17.3 1, the Company clarified 

that the amounts of At Risk Compensation it is requesting in total and by district are as 

follows: 

Line 
No. AdiustedTest Year Expense 
1 4- Factor Allocators 
2 District-Specific 
3 STlP 
4 MTlP 
5 Total District-Specific 
6 
7 EPCOR Water USA (6U) 

8 STIP 

Test Year Expense. 

Company 

Reference Total Company Sun City Water Mohave Water Wastewater Water Tubac Water Total 5 Districts 
11.6066% 7.8964% 1.3356% 7.1530% 0.7922% 28.7837% 

Adjustment Mohave Paradise Valley 

33,223 34,805 8,864 34,683 6,855 118,431 

Adj SM-4' 190,627 22,125 15,053 2,546 13,636 1,510 54,870 
9 MTlP 

10 Total EPCOR Water USA (6U) 190,627 22,125 15,053 2.546 13,636 1,510 54,870 
11 
12 EPCOR Water Arizona (7A) 

13 STlP Adj SM-4l 611,082 70,926 48,253 8,161 43,711 4,841 175,892 
14 MTlP 

15 Total EPCOR Water Arizona (7A) 611,082 70,926 48,253 8,161 43,711 4,841 175,892 
16 
17 

18 STlP Adj SM-4' 801,710 126,274 98.111 19,571 92,030 13,206 349.192 

Total Account 5217 by District w 6U & 7A Allocations 

19 MTlP 
20 Total Account 5217 by District 801,710 126,274 98,111 19,571 92,030 13,206 349,192 
21 
22 Corporate Allocation (EUI) 

23 STlP Corporate Alloc. 358,594 41,620 28,316 4.789 25,650 2,841 103,217 
24 MTlP Corporate Alloc. 239,063 27,747 18,877 3,193 17,100 1,894 68,811 
25 Total Corporate Allocation (EUI) 597.657 69,368 47,193 7,982 42,750 4,735 172,028 

26 

27 Total STlP by District + Corporate Allocation 1,160,304 167,895 126,427 24,361 117,680 16,047 452,409 
28 Total MTlP by District + Corporate Allocation 2 3 9,O 6 3 27,747 18,877 3,193 17,100 1,894 68,811 
29 Total Incentive Compensation per October 2014 filing 1,399,367 195,642 145,305 27,554 134,780 17,940 521,220 

30 RUCO 17.31 MTlP Adjustment 179,100 20,787 14,142 2,392 12,811 1,419 51,552 

31  Total STIP (no change) 1,160,304 167,895 126,427 24,361 117,680 16,047 452,409 
32 Total Adjusted MTlP after RUCO 17.31 Adjustment 418,163 48,534 33,020 5,585 29,911 3,313 120,363 

33 Total Requested Incentive Compensation 1 578 467 216 429 159 447 29946 147591 19359 572772 

' Adj SM-4 is the pro forma adjustment to Annualize Payroll Expense including incentive compensation. The workpaper supporting the requested Labor expense 
is labeled "Test Year Adjustments 12-19.xlsx"; see tab "PR, Taxes & Benefits" for the Adjusted Test Year expense levels on Page 3 of 3. 

The Company's supplemental response to RUCO 17.31 states that: 

Attached is a spreadsheet labeled "RUCO 17.3 1 1 st Supp-STIP & MTIP in 
Adj TY.xlsx" that provides the reconciliation of the incentive 
compensation recorded for the 12 months ended June 30,201 3 (Unadjusted 
Test Year) and the amount of incentive compensation requested in the 
Company's rate application (Adjusted Test Year section) which includes 
the pro forma adjustments labeled SM-4 on each district's Schedule C-2. 
The difference between the Unadjusted Test Year values and the Adjusted 
Test Year values is reflected in Adj SM-4 which is the pro forma 
adjustment to annualize labor expense. Please note that the incentive 
compensation is included in 2 expense line items: 1) Labor Expense for the 



1 
2 
3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Incentive Compensation Expense - Short Term Incentive Plan (STIP) 
Total 5 

Description Districts 
District-Specific (Direct charged) $ 118,431 
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district and its allocated portion of EPCOR Water USA (6U) and EPCOR 
Water Arizona (7A) and 2) Corporate Allocation for the incentive 
compensation associated with EPCOR Utilities Inc. 

Q. 

A. 

Are you recommending an adjustment to remove incentive compensation expense 

from the Company's requested revenue requirement? 

Yes. I am recommending an adjustment to remove the affiliate-charged incentive 

compensation expense from the Company's requested revenue requirement. This reduces 

expense for the five districts for STIP and MTIP, respectively, by $333,978 and $120,363, 

as summarized on Attachment RCS-3, Schedules C-1 and C-2. 

C-1, Incentive Compensation - Short Term Incentive Plan (STIP) 

Q* 
A. 

Q. 

How much incentive compensation expense for STIP has the Company requested? 

As summarized in the Company's supplemental response to RUCO 17.31 and on 

Attachment RCS-3, Schedule C-1, the Company has requested $452,409 for STIP for the 

five districts in the current rate case. This amount includes $1 18,43 1 direct-charged to 

these districts and the allocated amounts from EPCOR affiliates, as summarized below: 

Did the Company provide a description of the STIP program? 
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10% 10% 10% NIA 10% 10% 

NIA NIA NIA 10% NIA NIA 

30% 30% 30% 30% 30% 30% 
30% 30% 30% 30% 30% 30% 
30% 30% 30% 30% 30% 30% 

A. Yes, the Company’s response to RUCO 12.15 Attachment 2 describes the STIP program 

and the method for calculating the STIP costs of $7.00 million for 2012 for corporate 

employees. The Comparable amount of total STIP for 2013, as shown on the response to 

RUCO 12.15, is $4.15 million. The response to RUCO 12.15 Attachment 2 contains the 

following description of how the 2013 Corporate Short Term Incentive Plan awards are 

determined, based on Pool A and Pool B: 

Total funding available to each BU for the 2013 Corporate STI Plan will be 
determined by Financial and BU performance on Pool A metrics and 
EPCOR’s Consolidated Net Income for Pool B. Both Pool A and Pool B 
will be added together to determine total STI funds available for each BU. 

That response attachment also lists the following 2013 Pool A Performance Measures and 

Weightings by Business Unit for the STIP: 



1 

2 

3 

4 

5 

6 
7 
8 
9 

10 
11 

12 
13 
14 
15 

16 
17 
18 
19 

20 
21 

22 
23 

24 
25 
26 

27 
28 

29 
30 

31 

32 

33 

34 

Direct Testimony of Ralph C. Smith [PUBLIC] 
Docket No. WS-01303A-14-0010 
Page 23 

Q* 

A. 

Q. 

What does the Company's response to RUCO 12.15 Attachment 2 state with respect 

to how the STIP Pool A funding is determined? 

The Company's response to RUCO 12.15 Attachment 2 states as follows with respect to 

how the STIP Pool A funding is determined: 

Pool A Funding 

Funding for the STI Pool A (Operational Metrics) is established based on 
the actual performance results (as measured against pre-determined 
performance measures) for Operational Efficiency, Customer and Safety 
metrics as well as either Consolidated Net Income or BU Net Income 
(Electricity Operations). Maximum funding for the STI Pool A is capped at 
100% of target. The STI Pool A is fully recoverable through the rate cases. 

To pay out at target, the aggregate results of all BU metrics must be at 
or above target and, since payouts are triggered by the aggregate 
results, participating employees are incented to achieve results above 
target to offset metrics other than Safety that may fall below target. 

Safety metrics are considered 'table stakes' for 2013 and must, at a 
minimum, meet threshold performance in order to contribute to the 
funding formula. Safety is a key component of our culture and must 
represent a significant role in our incentive structure, therefore: 

o If Safety does not meet target performance, Pool A funding will be 
reflective of the degree Safety fell below target. 

Safety metrics must meet a minimum of threshold performance in 
order to contribute to Pool A. 

Over performance on Safety can contribute to the aggregate results 
in Pool A and offset BU performance metrics that may fall below 
target. 

Overall Safety results below target cannot be offset by higher 
performance in one of the other BU performance metric. 

A Safety metric that falls below threshold cannot be offset by 
higher performance in any other Safety metric. 

0 

0 

0 

0 

0 

Is the "STI Pool A . . . fully recoverable through the rate cases," as stated in th 

Company's RUCO 12.15, Attachment 2, STIP Pool A funding description, quoted 

above? 
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A. 

Q. 

A. 

Q. 

Not necessarily. As an example, the incentive compensation expense of EWAZ's affiliate, 

Chaparral City Water Company, was disallowed in the Commission's June 20, 2014 

Decision No. 74568 in Docket No. W-02113A-13-0118. The Commission in that 

Decision agreed with a Staff recommendation to disallow incentive pay noting that the 

Company failed to quantify or justify its proposed recovery of incentive pay.4 Page 24 of 

that Decision states that: "Staffs recommended corporate expense allocation removes 100 

percent of CCWC's requested incentive pay. Staff argues that CCWC failed to properly 

quantify or justify its calculations of amounts paid under the incentive payment plan.'' 

What does the Company's response to RUCO 12.15 Attachment 2 state with respect 

to how the STIP Pool B funding is determined? 

The Company's response to RUCO 12.15 Attachment 2 states as follows with respect to 

how the STIP Pool B funding is determined: 

Pool B Funding 

STI funding can be increased up to an additional 50% from Pool B if 
consolidated financial performance results achieve between target and 
stretch. Funding from Pool B (if applicable) will be available to each BU, 
regardless of performance on Pool A metrics. This component is fully 
shareholder funded, driven solely by financial performance, and will use 
Consolidated Net Income fi-om core EPCOR operations as the performance 
measure. 

Using this approach reinforces the criticality of growing the business 
and maximizing EPCOR's overall profitability and shareholder return. 

Additional funding will be established and "triggered" to the degree 
financial performance exceeds target. 

Funding for this supplementary pool is not covered in the rate cases and 
is subject to Board approval. 

0 

0 

The Company's response to RUCO 12.15 Attachment 2 specifically states that 

"Funding for this supplementary pool is not covered in the rate cases and is subject 

See Decision No. 74568 at pages 24-25. 
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to Board approval." Did the Company include costs for STIP Pool B in its requested 

A. 

Q. 

A. 

incentive compensation expense for the current rate case? 

That is not entirely clear from the information provided to date from EPCOR. The 

Company's own STIP states that "Funding for this supplementary pool is not covered 

in the rate cases" (emphasis supplied). The Company's response to RUCO 12.15(e) 

refers to the $7.00 million in STIP for 2012 and states that: "The 2012 actual STIP costs 

include 100% of Pool A and 3 1.74% for Pool B." The table provided by the Company in 

that response shows that the $7.00 million of 2012 STIP for Corporate Employees consists 

of $6.60 million Corporate Costs for non-union and $400,000 for union, but does not 

provide a breakout between Pool A and Pool B amounts. 

What criteria has the Commission found important in deciding issues concerning 

utility incentive compensation in other cases? 

The criteria the Commission has found important in deciding this issue in other rate cases 

are described in various orders, which have addressed the treatment of utility incentive 

compensation expense for ratemaking purposes. In Decision No. 68487 (February 23, 

2006), the Commission adopted Staffs recommendation for an equal sharing of costs 

associated with the Southwest Gas Corporation's ("SWG") Management Incentive Plan 

("MIP") expense. For example, in reaching its conclusion regarding SWG's MIP, the 

Commission stated in part on page 18 of Order 68487 that: 

We believe that Staffs recommendation for an equal sharing of the costs 
associated with MIP compensation provides an appropriate balance 
between the benefits attained by both shareholders and ratepayers. 
Although achievement of the performance goals in the MIP, and the 
benefits attendant thereto, cannot be precisely quantified there is little 
doubt that both shareholders and ratepayers derive some benefit from 
incentive goals. Therefore, the costs of the program should be borne by 
both groups and we find Staffs equal sharing recommendations to be a 
reasonable resolution. 
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Q. 

A. 

Q. 

A. 

Do EWAZ’s shareholders and customers both benefit from the achievement of 

incentive compensation program? 

Yes. Shareholders benefit from the achievement of financial goals. Additionally, 

shareholders benefit fiom the achievement of expense reduction and expense containment 

goals between rate cases. Shareholders and ratepayers can both benefit from the 

achievement of customer service goals. The rationale for an allocation to shareholders of 

utility incentive compensation expense in the current case appears to be consistent with 

the Commission’s findings that shareholders should be responsible for some portion of 

incentive compensation costs in several rate case decisions. 

Was a sharing of incentive compensation expense ordered in other Commission 

decisions in rate cases involving Arizona utilities? 

Yes. In a decision concerning Southwest Gas Corporation’s Management Incentive Plan 

compensation in Decision No. 68487, and findings about UNS Electric’s incentive 

Compensation expense in Decision No. 7001 1. In Decision No. 7001 1 (November 27, 

2007), in UNS Electric rate case Docket No. G-04204-06-0463 et al, the Commission 

stated in part on page 27 that: 

We believe that Staffs recommendation provides a reasonable balancing of 
the interests between ratepayers and shareholders by requiring each group 
to bear half the cost of the incentive program. 

In Decision No. 70360 (May 27, 2008), in a UNS Electric, Inc. rate case, Docket No. E- 

04204A-06-0783, the Commission stated at page 21 that: 

Consistent with our finding in the UNS Gas rate case (Decision No. 7001 1, 
at 26-27), we believe that Staffs recommendation provides a reasonable 
balancing of the interests between ratepayers and shareholders by requiring 
each group to bear half the cost of the incentive pro gram... Given that the 
arguments raised in the UNS Gas case are virtually identical to those 
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presented in this case, we see no reason to deviate from that recent 
decision. 

As another illustrative example, in Decision No. 70665 (December 24, 2008), Southwest 

Gas Company rate case Docket No. G-01551A-07-0504, the Commission stated at page 

16 that: 

In the last Southwest Gas rate case, as well as several subsequent cases: 
we disallowed 50 percent of management incentive compensation on the 
basis that such programs provide approximately equal benefits to 
shareholders and ratepayers because the performance goals relate to 
financial performance and cost containment goals as well as customer 
service elements. (Decision No. 68487 at 18.) In that Decision, we stated: 

In Decision No. 64172, the Commission adopted Staffs 
recommendation regarding MIP expenses based on Staffs claim 
that two of the five performance goals were tied to return on equity 
and thus primarily benefited shareholders. We believe that Staffs 
recommendation for an equal sharing of the costs associated with 
MIP compensation provides an appropriate balance between the 
benefits attained by both shareholders and ratepayers. Although 
achievement of the performance goals in the MIP, and the benefits 
attendant thereto, cannot be precisely quantified there is little doubt 
that both shareholders and ratepayers derive some benefit from 
incentive goals. Therefore, the costs of the program should be 
borne by both groups and we find Staffs equal sharing 
recommendation to be a reasonable resolution. 

(Id.) We believe the same rationale exists in this case to adopt the position 
advocated by Staff and RUCO to disallow 50 percent of the Company’s 
proposed MIP costs.4 
3See UNS Electric, Inc., Decision No. 7001 1 (November 27, 2007) at 27; Arizona Public 
Service Co., Decision No. 69663 (June 28, 2007) at 27; and UNS Electric, Inc., Decision 
No. 70360 (May 27,2008) at 2 1. 

40n the same basis, we will also disallow 100 percent of the Southwest Gas stock 
incentive plan (“SIP”). The costs related to similar incentive plans were recently rejected 
for A P S  and UNS Electric. (See Ex. S-12 at 32-34.) As was noted in the APS case, stock 
performance incentive goals have the potential to negatively affect customer service, and 
ratepayers should not be required to pay executive compensation that is based on the 
performance of the Company’s stock price. (Decision No. 69663 at 36.) 

In Decision No. 71410 (December 8, 2009 in Docket No. W-01301A-08-0227), 

which had addressed rates for the Paradise Valley Water District, a RUCO recommended 
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disallowance of 30 percent of Annual Incentive Plan cost was not opposed by Staff or the 

Company and was adopted by the Commission. 

In Decision No. 72047 (January 6, 2011 in Docket No. W-01301A-09-0343), 

which addressed Sun City Water District rates, RUCO had recommended a 100 percent 

disallowance of Annual Incentive Plant cost, rather than a 30 percent disallowance, and 

the Commission adopted a 30 percent disallowance. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Were incentive costs for an EWAZ affiliate recently disallowed by the Commission in 

a recent EWAZ afffiate rate case? 

Yes. The Commission's June 20,2014 Decision No. 74568 in Docket No. W-02113A-13- 

01 18 involving Chaparral City Water Company which is an affiliate of EWAZ, agreed 

with a Staff recommendation to disallow incentive pay noting that the Company failed to 

quantify or justify its proposed recovery of incentive pay.5 Page 24 of that Decision states 

that: "Staffs recommended corporate expense allocation removes 100 percent of CCWC's 

requested incentive pay. Staff argues that CCWC failed to properly quantify or justify its 

calculations of amounts paid under the incentive payment plan." 

Have the facts changed materially since the recent Chaparral City Water Company 

rate case such that ratepayers should now bear all of the EPCOR corporate allocated 

incentive compensation expense? 

No, I don't believe so. 

Please explain your recommended adjustment for Incentive Compensation STIP. 

As shown on Attachment RCS-2, Schedule C-1, I am recommending that all Incentive 

Compensation STIP amounts other than the direct charged amounts for each of the five 

See Decision No. 74568 at pages 24-25. 
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utility districts be disallowed. This reduces expenses for the five districts by $333,978 as 

shown on Attachment RCS-2, Schedule C-1 , and summarized below: 

Q. 

A. 

Q. 

A. 

Please explain the reasoning for the removal of affiliate charged EPCOR STIP 

expense. 

The STIP is based on a combination of (1) business unit metrics concerning operational 

efficiency, customer service and safety and (2) corporate consolidated net income. The 

achievement of business unit metrics is most directly associated with the district direct 

component and by district employees. Consequently, the allowance of the direct charged 

incentive compensation for EPCOR's STIP and removal of the affiliate-allocated amounts 

represent a reasonable sharing of this cost between shareholders and ratepayers in the 

current case. 

Are there additional concerns which would require an adjustment to EPCOR STIP 

expenses? 

Yes. Additionally, there is a concern that the amounts used by EWAZ for the test year are 

based on 2012 payout levels, which, as noted above, were significantly higher than 2013 

payouts and which may be nonrecurring or non-representative of normal, ongoing 

operating conditions. 
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C-2, Incentive Compensation - Mid-Term Incentive Plan (MTIP) 

Q. 

A. 

Q. 

A. 

Q. 
A. 

What amounts of incentive compensation for the Mid-Term Incentive Plan (MTIP) 

has the Company requested? 

As shown on Attachment RCS-2, Schedule C-2, and in the Company’s supplemental 

response to RUCO 17.3 1, the Company has requested $120,363 for affiliate-charged 

MTIP incentive compensation. 

What amounts of At Risk Compensation has the Company identified for the MTIP 

for 2012 and 2013? 

The Company’s response to RUCO 12.15(h) identifies MTIP costs for corporate 

employees of $4.65 million for 2012 and $2.72 million for 2013. 

How are the MTIP expenses allocated? 

The Company’s response to RUCO 12.15(j) provides the following description of how the 

MTIP expense is recorded and allocated: 

The MTIP expense is recorded in account # 5217 STIP Expense, which 
rolls up into the Labor line of our income statement. This account has been 
allocated, through labor expense, to the below districts in the work paper 
you received with the application labeled “June 2013 Rolling 12 Months by 
BU”. The table below shows the specific allocation of the MTIP Expense. 
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MTIP Expense 
Allocated 

4-Factor Amount 

Total MTIP Expense @ 
6/3 0/20 1 3 $268,650.00 

Mohave Water District 
Paradise Valley Water 
District 
Sun City Water District 
Tubac Water District 
Mohave Wastewater 
District 

0.078964 $21,213.68 

0.071530 $19,216.53 
0.1 16066 $3 1,181.13 
0.007922 $2,128.25 

0.013356 $3,588.09 

$77.327.68 

Q. 

A. 

Q. 
A. 

Did EPCOR provide contradictory or inconsistent information about the amount of 

MTIP expense it is requesting? 

Yes. As noted above, the Company's response to RUCO 12.150') shows $77,328 of MTIP 

expense for these five districts. However, the Company's supplemental response to 

RUCO 17.31 shows $120,363, including test year recorded amounts of $68,811 and a 

Company pro forma adjustment to increase the MTIP expense by $51,552. Of these two 

responses, the Company's supplemental response to RUCO 17.31 is believed to more 

accurately state the MTIP expense amounts that are being requested by the Company in its 

rate increase filings for the five districts. 

Did the Company provide a description of the MTIP program? 

Yes, the Company's response to RUCO 12.15 confidential Attachment 1 describes the 

MTIP program and the method for calculating the MTIP costs of $4.65 million for 2012 

for corporate employees and the $2.72 million MTIP for corporate employees for 201 3. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

What is the stated purpose of the MTIP? 

As described in the Company's response to RUCO 12.15 confidential Attachment 1 : 

[BEGIN CONFIDENTIAL] 

[END CONFIDENTIAL] 

What vesting and deferral period is covered by the MTIP? 

As described in the Company's response to RUCO 12.15 confidential Attachment 1 

[BEGIN CONFIDENTIAL] 

[END CONFIDENTIAL] 

What description of eligibility and participation in the MTIP was provided by the 

Company? 

The Company's response to RUCO 12.15 confidential Attachment 1 provides the 

following description of eligibility and participation: 

[BEGIN CONFIDENTIAL] 
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Q* 
A. 

[END CONFIDENTIAL] 
The Company's response to RUCO 12.15(e) provides a high-level calculation of the 

EPCOR Corporate MTIP amount for 2012 of $4.65 million. That shows the $4.65 million 

of EPCOR corporate MTIP cost relates to 53 non-union employees and a base labor cost 

of $3.91 million. The MTIP award can vary from Target MTIP levels of 15% to 200% of 

the base labor cost. 

What is the basis for the MTIP awards? 

The Company's response to RUCO 12.15 confidential Attachment 1 provides the 

following description of how the three-year performance is measured to determine the 

MTIP payouts: 

[BEGIN CONFIDENTIAL] 
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[END CONFIDENTIAL] 

Q. Is any of the EPCOR MTIP incentive compensation expense for utility district 

employees? 

No. As shown in the Company's supplemental response to RUCO 17.3 1, there are no 

district specific amounts for MTIP incentive compensation. The EPCOR MTIP incentive 

compensation expense is a Corporate Allocation to the districts from EPCOR Utilities Inc. 

(EUI). 

A. 
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Q. What is your recommendation concerning the MTIP incentive compensation 

expense? 

I recommend that corporate allocated expense for the MTIP incentive compensation be 

disallowed, which reduces the Company's requested expenses for the five utility districts 

by $120,363, as shown on Attachment RCS-3, Schedule C-2. 

A 

(2-3, EPCOR Corporate IT Affiliated Charges Expense - Account 5628 

Q. 

A. 

Q. 

A. 

How does the test year amount of expense in account 5628 compare with other 

periods? 

The Company's response to RUCO 17.16(g) provides the following amounts of expense in 

account 5628 for the test year, and for calendar years 2012 and 2013 and for the 12 

months ending June 30,2014: 

The costs for account 5628 have been revised as follows: 

Test year ending 6/30/2013 - $214,849.03 
Calendar year 2012 - $128,830.61 
Calendar year 2013 - $121,989.43 
12 months ending 6/30/2014 - $125,272.65 

What has the Company stated concerning why the costs in account 5628 for the test 

year are so much higher than any of the other comparative periods? 

The Company's response to RUCO 17.16(g) provides the following explanation: 

Charges for the calendar year 2012 were less than the test year due to not 
requiring IT services provided by EPCOR affiliates until later in 2012. For 
both the calendar year 2013 and 12 months ending 6/30/14, both periods 
had a credit for a duplicate payment for licensing costs. The accrual for the 
credit of approximately $41,802.72 was recorded in December 2013 with 
the actual credit going through accounts payable in January 2014. In 
addition, during the latter half of the test year, EWAZ was allocated 
44,102.91 in charges for an IT infrastructure project to operate the system 
on an ongoing basis. 
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Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 

Was the Company asked whether there were any unusual or nonrecurring charges in 

account 5628 during the test year? 

Yes. This was asked in RUCO 17.160.  

What did the Company's response state? 

The Company's response to RUCO 17.16(h) concerning whether there were any unusual 

or nonrecurring charges in account 5628 during the test year stated: "NO, there were no 

unusual or nonrecurring EPCOR affiliate charges." 

When did EPCOR affiliates begin providing the IT services that are referenced in 

the Company's response to RUCO 17.16(g)? 

The Company's response to RUCO 18.3(a) states that: "EPCOR affiliates began providing 

IT services in February 2012, however the first billing for such services did not occur until 

August 20 1 2. It 

Has the Company acknowledged an error in the amount of EPCOR affiliate IT costs 

that it has included in the test year? 

Yes. The Company's response to RUCO 18.3(c) states that: 

The full $41,803 charge from the EPCOR affiliate was recorded during the 
test year ending June 30, 2013, but the annualized expense should be 
$46,189 which was only partially amortized to expense during the test year. 
The amount that this expense should be reduced by is $1 1,010.36 (($41,803 
+ 15,396.36) - $46,189) which is the total charged to expense for this 
service less the annualized expense amount. 

Did the Company affirm the need for this correction in response to a RUCO data 

request? 
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A. 

Q. 

A. 

Yes. The Company's response to RUCO 27.2 states that: "EPCOR confirms the need to 

reduce IT services by $1 1.010 in its rate case filings." That response included a table 

showing the allocated amounts for the five EWAZ districts in the current EPCOR rate 

case. 

What adjustment should be made to reflect this Company-acknowledged error 

correction? 

As shown on Attachment RCS-2, Schedule C-3, EPCOR affiliated charges to EWAZ in 

the Company's filing should be reduced by $1 1,010. The amounts of expense reduction to 

each of the five utility districts, using the four-factor allocator, are shown on Attachment 

RCS-2, Schedule C-3, and sum to a $3,169 expense reduction. 

C-4, Advertising, Promotions and Donations Expense 

Q. 

A. 

Please explain the adjustment for Advertising, Promotions and Donations Expense. 

In reviewing EPCOR's affiliate charges to the five EWAZ utility districts in the current 

case, including the responses to RUCO 17.32, RUCO 18.6 and RUCO 18.76, it was 

discovered that the Company has left amounts for Advertising, Promotions and Donations 

Expense in its requested test year expenses. The adjustment shown on Attachment RCS-3, 

Schedule C-4, removes those expenses. Advertising and promotion for monopoly water 

and wastewater utility service is not necessary and should not be borne by ratepayers, nor 

should ratepayers be charged with advertising and promotion costs for EPCOR branding 

after the ownership change. Donations are not necessary for the provision of safe and 

reliable utility service and may result in corporate image enhancement and are thus an 

expense that should be borne by shareholders. As shown on Schedule C-4, these amounts 

are being removed from EWAZ's requested expenses, by district: 

Each of these responses is included in Attachment RCS-4. 
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EPCOR Water Arizona Inc 
Advertising, Promotions and Donations l2xpense 
Test YearEnded June 30,2013 

Line Sun City Mohaw Paradise Valley Total 5 
Adjusted Test Year Expense 

No. Description Account Water Mohaw Water Wastewater Water Tubac Water Districts 
(A) (B) (C ) (D) 0 CF) ((3 

RUCO Adjustment 
1 Advertising 5670 $ (1,647) $ (1,619) $ (32) $ (1,537) $ (2,190) $ (7,025) 
2 Promotions 5671 $ (3,501) $ (6,755) $ (236) $ (2,719) $ (165) $ (13,376) 
3 Donations 5672 $ (480) $ (326) $ (55) $ (296) $ (33) $ (1,190) 
4 Total RUCO Adjustment 

Notes and Source 
Company's responses to RUCO 17 32, RUCO 18 6 and RUCO 18 7 
Donations amounts in account 5672 are "Final" amounts fkomCompany's Response to RUCO 17 32 

V. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

ACCUMULATED DEFERRED INCOME TAXES 

How is Accumulated Deferred Income Taxes ("ADIT") reflected for ratemaking 

purposes? 

For utility ratemaking purposes, the ADIT is typically reflected as a deduction to utility 

rate base, to reflect that this is a source of non-investor-supplied cost-free capital. 

Is the ADIT balance related to the utility's recording of deferred income tax expense, 

and including deferred income tax expense in the revenue requirement that is 

charged to ratepayers? 

Yes. The standard journal entries to record deferred income tax expense and ADIT are to 

debit (charge) deferred income tax expense and credit ADIT. 

What amounts of ADIT has the Company reflected for the five utility districts in the 

current rate case? 

The amounts of ADIT that EPCOR has reflected for these districts as a net deduction to 

rate base are listed in the Company's response to RUCO 27.1 (b) as summarized below: 
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6/30/2 0 13 ($384,558) ($6,726,112) 
Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

Q9 

A. 

Q. 

A. 

Q. 

A. 

Mohave Wastewater 0.8752% ($3,366) ($58,867) 
Sun City Water 14.2637% ($54,852) ($959,392) 

Mohave Water 9.8001% ($37,687) ($659,166) 
Paradise Valley Water 2.9920% ($11,506) ($201,245) 

Tuba c Water 0.3699% ($1,422) ($24,880) 

Were the Company's ADIT amounts affected by the transfer of ownership? 

Yes. As described in the Company's responses to RUCO 17.11 and RUCO 18.1, an 

income tax election was made by American Water Works and EPCOR in conjunction with 

the transaction under Internal Revenue Code §338(h)( lo), which effectively treated the 

transfer of these utilities as an asset sale for federal income tax purposes. This IRC 

§338(h)( 10) election was apparently not clearly disclosed in the transfer proceeding, and 

has the effect of wiping out all of the ADIT that had been previously accumulated under 

the prior ownership. 

Have you encountered an Internal Revenue Code §338(h)(10) in the context of other 

utility acquisitions? 

Yes. This type of income tax election occasionally presents itself in the context of a 

transfer of ownership proceeding. 

If the existence of an Internal Revenue Code §338(h)(10) election is disclosed during 

a proposed utility acquisition, what concerns does that raise? 

If the existence of an Internal Revenue Code §338(h)(lO) election is disclosed during a 

proposed utility acquisition, that would typically raise concerns regarding whether the 

proposed transfer will have detrimental consequences to ratepayers because of the loss of 

the ADIT that had been accumulated, and the impact on utility rate base. As noted above, 
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Q. 

A. 

Q. 
A. 

Q. 

the IRC §338(h)( 0) election results in treating the stock purchase as an asset purchase for 

federal income tax purposes. This election eliminates the ADIT balance that had built up 

on the utility's books, which functions as a substantial rate base deduction. In order to 

protect ratepayers from the rate base increase related to this detrimental aspect caused by 

the change in ownership and the §338(h)(10) election, a hold harmless provision or some 

other type of condition that will protect ratepayers from substantial rate base increases 

caused by the ownership change is therefore typically sought for incorporation into the 

conditions for approval. 

Has EPCOR confirmed that the IRC §338(h)(10) election resulted in reducing to zero 

the ADIT balances as of the date of the ownership transfer? 

Yes. For example, the Company's response to RUCO 18.l(c) states that: "The ADIT 

balances at the date of the acquisition under IRC Section 338(h)(10) are $0.'' 

What happens to the ADIT balances in the period after the ownership transfer? 

The transfer, as noted above, under this tax election resulted in setting the ADIT balances 

to zero. After the transfer the new owner will typically reflect a tax basis in the acquired 

assets based on the fair value of the assets as of the transfer date, and will begin accruing 

tax depreciation from that date forward, using the new tax basis. This process of recording 

deferred income tax expense and crediting the ADIT account for book-tax differences, 

such as for accelerated tax depreciation, then starts the process of rebuilding the ADIT 

balance from the ownership date forward. 

Are you recommending an adjustment at this time for a "hold harmless" provision 

to counteract the impact of the IRC Section 338(h)(10) election and zeroing out of the 

ADIT balances as of the date of the ownership change? 
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A. 

Q. 

A. 

Q. 

Not at this time. The accounting for deferred income taxes and ADIT does not appear to 

have been maintained diligently under EPCOR's ownership. In the context of this rate 

case, there are also other complicating factors, such as bonus tax depreciation on eligible 

plant additions during periods after which EPCOR assumed ownership of these utilities, 

which make quantifying an appropriate "hold harmless" adjustment or similar ratepayer 

protection difficult based on the information received to date concerning EPCOR's ADIT. 

Why do you say that the accounting for deferred income taxes and ADIT does not 

appear to have been maintained diligently under EPCOR's ownership? 

Accounting entries to record deferred income taxes and ADIT should be made during the 

year, ideally monthly and at a minimum, at least quarterly, so that the amounts are stated 

accurately in conjunction with quarterly financial statements. During the period from 

December 31, 2012 to the end of the test year, June 30, 2013, however, EPCOR has 

apparently not recorded any changes to its ADIT balances, as described in responses to 

discovery, such as RUCO 27.1. 

For purposes of the current rate cases, EPCOR has selected a test year ending June 

30, 2013. However, EPCOR did not record any changes in its ADIT balance from 

December 31, 2012 to June 30, 2013 and has stated in response to RUCO 27.l(h) that it 

did not prepare an income tax provision calculation during these periods. Thus, the June 

30,201 3 balances that EPCOR used for ADIT are really December 30,2012 balances and 

do not reflect further accumulation of ADIT for the six month period January through 

June 2013. 

How much did the Company's ADIT liability balance in account 2902 grow from the 

December 31,2012 balances used by the Company to December 31,2013? 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Direct Testimony of Ralph C. Smith [PUBLIC] 
Docket No. WS-01303A-14-0010 
Page 42 

A. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

The Company's responses to RUCO 27.l(b) and (i), respectively, show a June 30, 2013 

(and December 31,2012) ADIT balance in account 2902 of $6,726,112 and a December 

3 1,20 13 balance in that account of $14,469,205. Thus, during calendar 20 13, this balance 

grew significantly; however, none of the 2013 growth in net credit-balance ADIT, which 

should be used to offset rate base, has apparently been reflected in the Company's filing. 

The net ADIT from the two accounts used by EPCOR, accounts 1587 and 2902, should be 

updated to reflect ADIT on plant additions at least through the end of the test year ending 

June 30,2013. 

Was 50% bonus tax depreciation available during tax year 2013? 

Yes, it was. 

Did EPCOR claim bonus tax depreciation on its 2013 federal income tax return? 

It appears so. EPCOR's 2013 (and 2012) federal income tax returns were provided 

confidentially to RUCO on Friday, January 9, 2015, in response to RUCO data requests 

set 26, and are being reviewed. RUCO has asked additional follow up discovery to 

EPCOR about this in RUCO data requests set 30. My preliminary review of the 2013 

corporate income tax return suggests that EPCOR did claim 2013 bonus tax depreciation; 

however, it is not clear from the information received to date, how the 2013 bonus tax 

depreciation relates to plant additions for these five utility districts during the January 1 

through June 30,2013 portion of the test year. 

Should ADIT for the January 1 through June 30, 2013 portion of the test year be 

reflected in determining the rate base for these five utility districts? 

Yes, it should. Information is being sought from EPCOR to make appropriate 

calculations. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q* 
A. 

Is EPCOR seeking to include in rate base, plant additions beyond the end of the June 

30,2013 test year? 

Yes. Other RUCO witnesses are addressing the EPCOR requests to include post-test year 

plant in rate base in the current case. I have been asked by RUCO to examine the issue of 

ADIT related to post-test year plant. 

Should ADIT be reflected for any post-test year plant additions that are allowed to 

be included in rate base? 

Yes. The post test year plant additions will generate tax depreciation deductions. 

Differences between tax and book depreciation on any post-test year plant that is allowed 

to be included in rate base should be reflected at the applicable income tax rates as 

additional ADIT that would offset the rate base addition associated with the post-test year 

plant. 

You mentioned that bonus tax depreciation applied in 2013. Is 50% bonus 

depreciation also available in tax year 2014 for qualifying plant investment? 

Yes. The availability of 50% bonus tax depreciation for 2014 was recently extended by the 

U.S. Congress and signed into law by President Obama on December 16,2014 as part of a 

Yax extender" package. Thus, 50% bonus tax depreciation is available for qualifying 

property placed into service during 20 14. 

Was the Company asked if it has or will utilize 2014 bonus tax depreciation? 

Yes, this was asked in RUCO 27.1 (k) and EPCOR responded that: "The Company intends 

to do a thorough analysis of the bonus tax depreciation rules to determine if it will use 

these rules." 
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Q* 
A. 

Q. 
A. 

Please summarize your findings and recommendations on ADIT at this time. 

It appears from the information received to date that the ADIT balance used by the 

Company to reduce rate base in these filings is understated for a number of reasons, 

including that the Company did not update the recorded December 3 1,2012 balance from 

that date to the end of the June 30,2013 test year that it is using. ADIT should be updated 

through June 30,2013 to reflect plant additions through the end of the test year, as well as 

the impact of 2013 bonus tax depreciation that was claimed on such additions. 

Additionally, the net rate base impact for any post-test year plant additions to be 

allowed should reflect appropriate offsets for related ADIT, including the impact of 201 3 

and 20 14 bonus tax depreciation. 

Finally, it should be determined if Arizona ratepayers are being harmed by the IRC 

§338(h)(10) election which resulted in resetting to zero the ADIT balances as of the date 

of the ownership transfer. If it is determined that Arizona ratepayers are being harmed by 

that election, an appropriate remedy to protect them should be devised. Moreover, if such 

a remedy is determined to be needed, it should be done in a way that will not result in a 

normalization violation and will thus preserve the Company's ability to continue to use 

accelerated tax depreciation. 

As noted above, additional information is being sought by RUCO from the 

Company concerning ADIT related issues. 

Does this conclude your testimony? 

Yes, it does. 
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OUALIFICATIONS OF RALPH C. SMITH 

Accomplishments 
Mr. Smith's professional credentials include being a Certified Financial PlannerTM professional, a 
Certified Rate of Return Analyst, a licensed Certified Public Accountant and attorney. He 
functions as project manager on consulting projects involving utility regulation, regulatory policy 
and ratemaking and utility management. His involvement in public utility regulation has included 
project management and in-depth analyses of numerous issues involving telephone, electric, gas, 
and water and sewer utilities. 

Mr. Smith has performed work in the field of utility regulation on behalf of industry, public service 
commission staffs, state attorney generals, municipalities, and consumer groups concerning 
regulatory matters before regulatory agencies in Alabama, Alaska, Arizona, Arkansas, California, 
Connecticut, Delaware, Florida, Georgia, Hawaii, Illinois, Indiana, Kansas, Kentucky, Louisiana, 
Maine, Maryland, Michigan, Minnesota, Mississippi, Missouri, New Jersey, New Mexico, New 
York, Nevada, North Carolina, North Dakota, Ohio, Pennsylvania, South Carolina, South Dakota, 
Texas, Utah, Vermont, Virginia, Washington, Washington DC, West Virginia, Canada, Federal 
Energy Regulatory Commission and various state and federal courts of law. He has presented 
expert testimony in regulatory hearings on behalf of utility commission staffs and intervenors on 
several occasions. 

Project manager in Larkin & Associates' review, on behalf of the Georgia Commission Staff, of the 
budget and planning activities of Georgia Power Company; supervised 13 professionals; 
coordinated over 200 interviews with Company budget center managers and executives; organized 
and edited voluminous audit report; presented testimony before the Commission. Functional areas 
covered included fossil plant O&M, headquarters and district operations, internal audit, legal, 
affiliated transactions, and responsibility reporting. All of our findings and recommendations were 
accepted by the Commission. 

Key team member in the firm's management audit of the Anchorage Water and Wastewater Utility 
on behalf of the Alaska Commission Staff, which assessed the effectiveness of the Utility's 
operations in several areas; responsible for in-depth investigation and report writing in areas 
involving information systems, finance and accounting, affiliated relationships and transactions, 
and use of outside contractors. Testified before the Alaska Commission concerning certain areas of 
the audit report. AWWU concurred with each of Mr. Smith's 40 plus recommendations for 
improvement. 

Co-consultant in the analysis of the issues surrounding gas transportation performed for the law 
firm of Cravath, Swaine & Moore in conjunction with the case of Reynolds Metals Co. vs. the 
Columbia Gas System, Inc.; drafted in-depth report concerning the regulatory treatment at both 
state and federal levels of issues such as flexible pricing and mandatory gas transportation. 

Lead consultant and expert witness in the analysis of the rate increase request of the City of Austin 
- Electric Utility on behalf of the residential consumers. Among the numerous ratemaking issues 
addressed were the economies of the Utility's employment of outside services; provided both 
written and oral testimony outlining recommendations and their bases. Most of Mr. Smith's 
recommendations were adopted by the City Council and Utility in a settlement. 
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Key team member performing an analysis of the rate stabilization plan submitted by the Southern 
Bell Telephone & Telegraph Company to the Florida PSC; performed comprehensive analysis of 
the Company's projections and budgets which were used as the basis for establishing rates. 

Lead consultant in analyzing Southwestern Bell Telephone separations in Missouri; sponsored the 
complex technical analysis and calculations upon which the fm ' s  testimony in that case was 
based. He has also assisted in analyzing changes in depreciation methodology for setting telephone 
rates. 

Lead consultant in the review of gas cost recovery reconciliation applications of Michigan Gas 
Utilities Company, Michigan Consolidated Gas Company, and Consumers Power Company. 
Drafted recommendations regarding the appropriate rate of interest to be applied to any over or 
under collections and the proper procedures and allocation methodology to be used to distribute 
any refinds to customer classes. 

Lead consultant in the review of Consumers Power Company's gas cost recovery refund plan. 
Addressed appropriate interest rate and compounding procedures and proper allocation 
methodology. 

Project manager in the review of the request by Central Maine Power Company for an increase in 
rates. The major area addressed was the propriety of the Company's ratemaking attrition adjustment 
in relation to its corporate budgets and projections. 

Project manager in an engagement designed to address the impacts of the Tax Reform Act of 1986 
on gas distribution utility operations of the Northern States Power Company. Analyzed the 
reduction in the corporate tax rate, uncollectibles reserve, ACRS, unbilled revenues, customer 
advances, CIAC, and timing of TRA-related impacts associated with the Company's tax liability. 

Project manager and expert witness in the determination of the impacts of the Tax Reform Act of 
1986 on the operations of Connecticut Natural Gas Company on behalf of the Connecticut 
Department of Public Utility Control - Prosecutorial Division, Connecticut Attorney General, and 
Connecticut Department of Consumer Counsel. 

Lead Consultant for The Minnesota Department of Public Service ("DPS") to review the Minnesota 
Incentive Plan ("Incentive Plan") proposal presented by Northwestern Bell Telephone Company 
("NWB") doing business as U S West Communications (''USWC''). Objective was to express an 
opinion as to whether current rates addressed by the plan were appropriate from a Minnesota 
intrastate revenue requirements and accounting perspective, and to assist in developing 
recommended modifications to NWB's proposed Plan. 

Performed a variety of analytical and review tasks related to our work effort on this project. 
Obtained and reviewed data and performed other procedures as necessary (1) to obtain an 
understanding of the Company's Incentive Plan filing package as it relates to rate base, operating 
income, revenue requirements, and plan operation, and (2) to formulate an opinion concerning the 
reasonableness of current rates and of amounts included within the Company's Incentive Plan 
filing. These procedures included requesting and reviewing extensive discovery, visiting the 
Company's offices to review data, issuing follow-up information requests in many instances, 
telephone and on-site discussions with Company representatives, and frequent discussions with 
counsel and DPS Staff assigned to the project. 
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Lead Consultant in the regulatory analysis of Jersey Central Power & Light Company for the 
Department of the Public Advocate, Division of Rate Counsel. Tasks performed included on-site 
review and audit of Company, identification and analysis of specific issues, preparation of data 
requests, testimony, and cross examination questions. Testified in Hearings. 

Assisted the NARUC Committee on Management Analysis with drafting the Consultant Standards 
for Management Audits. 

Presented training seminars covering public utility accounting, tax reform, ratemaking, affiliated 
transaction auditing, rate case management, and regulatory policy in Maine, Georgia, Kentucky, 
and Pennsylvania. Seminars were presented to commission staffs and consumer interest groups. 

Previous Positions 

With Larkin, Chapski and Co., the predecessor f i m  to Larkin & Associates, was involved 
primarily in utility regulatory consulting, and also in tax planning and tax research for businesses 
and individuals, tax return preparation and review, and independent audit, review and preparation 
of financial statements. 

Installed computerized accounting system for a realty management fm. 

Education 

Bachelor of Science in Administration in Accounting, with distinction, University of Michigan, 
Dearborn, 1979. 

Master of Science in Taxation, Walsh College, Michigan, 198 1. Master's thesis dealt with 
investment tax credit and property tax on various assets. 

Juris Doctor, cum laude, Wayne State University Law School, Detroit, Michigan, 1986. Recipient 
of American Jurisprudence Award for academic excellence. 

Continuing education required to maintain CPA license and CFP@ certificate. 

Passed all parts of CPA examination in first sitting, 1979. Received CPA certificate in 198 1 and 
Certified Financial Planning certificate in 1983. Admitted to Michigan and Federal bars in 1986. 

Michigan Bar Association. 

American Bar Association, sections on public utility law and taxation. 
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Partial list of utilitv cases participated in: 

79-228-EL-FAC 
79-23 1 -EL-FAC 
79-535-EL-AIR 
80-235-EL-FAC 
80-240-EL-FAC 
U- 1933 * 
U-6794 
81-0035TP 
81-0095TP 
81-308-EL-EFC 
8 10136-EU 
GR-81-342 
Tr-81-208 

8400 
18328 
18416 

8624 
8648 

U-6949 

820100-EU 

U-7236 
U663 3 -R 
U-6797-R 
U-5510-R 

82-240E 
7350 
FW-1-83 
820294-TP 
82-1 65-EL-EFC 
(Subfile A) 
82- 168-EL-EFC 
830012-EU 
U-7065 
8738 
ER-83-206 
U-4758 
8836 
8839 
83-07- 15 
8 1-0485-WS 
U-7650 
83-662 
U-6488-R 
U-15684 
7395 & u-7397 
8200 13-WS 
U-7660 
83-1039 
U-7802 
83- 1226 
830465-E1 
u-7777 
u-7779 

Cincinnati Gas & Electric Company (Ohio PUC) 
Cleveland Electric Illuminating Company (Ohio PUC) 
East Ohio Gas Company (Ohio PUC) 
Ohio Edison Company (Ohio PUC) 
Cleveland Electric Illuminating Company (Ohio PUC) 
Tucson Electric Power Company (Arizona Corp. Commission) 
Michigan Consolidated Gas Co. --16 Refunds (Michigan PSC) 
Southern Bell Telephone Company (Florida PSC) 
General Telephone Company of Florida (Florida PSC) 
Dayton Power & Light Co.- Fuel Adjustment Clause (Ohio PUC) 
Gulf Power Company (Florida PSC) 
Northern States Power Co. -- E-002Ninnesota (Minnesota PUC) 
Southwestern Bell Telephone Company (Missouri PSC)) 
Detroit Edison Company (Michigan PSC) 
East Kentucky Power Cooperative, Inc. (Kentucky PSC) 
Alabama Gas Corporation (Alabama PSC) 
Alabama Power Company (Alabama PSC) 
Florida Power Corporation (Florida PSC) 
Kentucky Utilities (Kentucky PSC) 
East Kentucky Power Cooperative, Inc. (Kentucky PSC) 
Detroit Edison - Burlington Northern Refund (Michigan PSC) 
Detroit Edison - MRCS Program (Michigan PSC) 
Consumers Power Company -MRCS Program (Michigan PSC) 
Consumers Power Company - Energy conservation Finance 
Program (Michigan PSC) 
South Carolina Electric & Gas Company (South Carolina PSC) 
Generic Working Capital Hearing (Michigan PSC) 
Westcoast Transmission Co., (National Energy Board of Canada) 
Southern Bell Telephone & Telegraph Co. (Florida PSC) 

Toledo Edison Company(0hio PUC) 
Cleveland Electric Illuminating Company (Ohio PUC) 
Tampa Electric Company (Florida PSC) 
The Detroit Edison Company - Fermi I1 (Michigan PSC) 
Columbia Gas of Kentucky, Inc. (Kentucky PSC) 
Arkansas Power & Light Company (Missouri PSC) 
The Detroit Edison Company - Refunds (Michigan PSC) 
Kentucky American Water Company (Kentucky PSC) 
Western Kentucky Gas Company (Kentucky PSC) 
Connecticut Light & Power Co. (Connecticut DPU) 
Palm Coast Utility Corporation (Florida PSC) 
Consumers Power Co. (Michigan PSC) 
Continental Telephone Company of California, (Nevada PSC) 
Detroit Edison Co., FAC & PIPAC Reconciliation (Michigan PSC) 
Louisiana Power & Light Company (Louisiana PSC) 
Campaign Ballot Proposals (Michigan PSC) 
Seacoast Utilities (Florida PSC) 
Detroit Edison Company (Michigan PSC) 
CP National Corporation (Nevada PSC) 
Michigan Gas Utilities Company (Michigan PSC) 
Sierra Pacific Power Company (Nevada PSC) 
Florida Power & Light Company (Florida PSC) 
Michigan Consolidated Gas Company (Michigan PSC) 
Consumers Power Company (Michigan PSC) 
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U-7480-R 
U-7488-R 
U-7484-R 
U-7550-R 
U-7477-R** 
18978 
R-842583 
R-842740 
850050-E1 
1609 1 
19297 

&76- 18793AA 
76- 18788AA 

85-53476AA 
& 85-534785AA 

U-8091L.J-8239 
TR-85-179** 
85-212 
ER-8564600 1 
& ER-85647001 
850782-E1 & 
850783-E1 
R-860378 
R-850267 
851007-WU 
& 840419-SU 
G-002/GR-86-160 
7 195 (Interim) 
87-01-03 
87-01-02 

3673- 
29484 

Docket No. 1 
Docket E-2, Sub 527 
870853 
8 80069* * 

U-8924 

U-1954-88-102 
T E-1032-88-102 
89-0033 
U-89-2688-T 
R-89 1 3 64 
F.C. 889 
Case No. 881546" 

87-1 1628" 

8903 19-E1 
89 1345-E1 
ER 881 1 0912J 
653 1 

Michigan Consolidated Gas Company (Michigan PSC) 
Consumers Power Company - Gas (Michigan PSC) 
Michigan Gas Utilities Company (Michigan PSC) 
Detroit Edison Company (Michigan PSC) 
Indiana & Michigan Electric Company (Michigan PSC) 
Continental Telephone Co. of the South Alabama (Alabama PSC) 
Duquesne Light Company (Pennsylvania PUC) 
Pennsylvania Power Company (Pennsylvania PUC) 
Tampa Electric Company (Florida PSC) 
Louisiana Power & Light Company (Louisiana PSC) 
Continental Telephone Co. of the South Alabama (Alabama PSC) 

Detroit Edison - Refund - Appeal of U-4807 (Ingham 
County, Michigan Circuit Court) 

Detroit Edison Refund - Appeal of U-4758 
(Ingham County, Michigan Circuit Court) 
Consumers Power Company - Gas Refunds (Michigan PSC) 
United Telephone Company of Missouri (Missouri PSC) 
Central Maine Power Company (Maine PSC) 

New England Power Company (FERC) 

Florida Power & Light Company (Florida PSC) 
Duquesne Light Company (Pennsylvania PUC) 
Pennsylvania Power Company (Pennsylvania PUC) 

Florida Cities Water Company (Florida PSC) 
Northern States Power Company (Minnesota PSC) 
Gulf States Utilities Company (Texas PUC) 
Connecticut Natural Gas Company (Connecticut PUC)) 
Southern New England Telephone Company 
(Connecticut Department of Public Utility Control) 
Georgia Power Company (Georgia PSC) 
Long Island Lighting Co. (New York Dept. of Public Service) 
Consumers Power Company - Gas (Michigan PSC) 
Austin Electric Utility (City of Austin, Texas) 
Carolina Power & Light Company (North Carolina PUC) 
Pennsylvania Gas and Water Company (Pennsylvania PUC) 
Southern Bell Telephone Company (Florida PSC) 
Citizens Utilities Rural Company, Inc. & Citizens Utilities 
Company, Kingman Telephone Division (Arizona CC) 
Illinois Bell Telephone Company (Illinois CC) 
Puget Sound Power & Light Company (Washington UTC)) 
Philadelphia Electric Company (Pennsylvania PUC) 
Potomac Electric Power Company (District of Columbia PSC) 
Niagara Mohawk Power Corporation, et a1 Plaintiffs, v. 
Gulf+Western, Inc. et al, defendants (Supreme Court County of 
Onondaga, State of New York) 
Duquesne Light Company, et ai, plaintiffs, against Gulf+ 
Western, Inc. et al, defendants (Court of the Common Pleas of 
Allegheny County, Pennsylvania Civil Division) 
Florida Power & Light Company (Florida PSC) 
Gulf Power Company (Florida PSC) 
Jersey Central Power & Light Company (BPU) 
Hawaiian Electric Company (Hawaii PUCs) 
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R090 1595 
90- 10 
89-12-05 
900329-WS 
90-12-01 8 
90-E-1 185 
R-9 1 1966 
1.90-07-037, Phase I1 

U-155 1-90-322 
U-1656-91-134 
U-2013-91- 133 
9 1 - 174*** 

U-1551-89-102 
& U-1551-89-103 
Docket No. 6998 
TC-9 1-040A and 
TC-91-040B 

9911030-WS & 
91 1-67-WS 
922180 
7233 and 7243 
R-009223 14 
& M-9203 13C006 
ROO922428 
E-1032-92-083 & 
U- 1656-92- 183 

92-09- 19 
E-1032-92-073 
UE-92-1262 
92-345 
R-932667 
U-93-60** 
U-93-50** 
U-93-64 
7700 
E-1032-93-111 & 
U- 1032-93-193 
R-00932670 
U- 15 14-93- 169/ 
E-1032-93-169 
7766 
93-2006- GA-AIR* 
94-E-0334 
94-0270 
94-0097 
PU-3 14-94-688 
94-12-005-Phase I 
R-953297 
95-03 -0 1 
95-0342 
94-996-EL-AIR 
95- 1000-E 

Equitable Gas Company (Pennsylvania Consumer Counsel) 
Artesian Water Company (Delaware PSC) 
Southern New England Telephone Company (Connecticut PUC) 
Southern States Utilities, Inc. (Florida PSC) 
Southern California Edison Company (California PUC) 
Long Island Lighting Company (New York DPS) 
Pennsylvania Gas & Water Company (Pennsylvania PUC) 
(Investigation of OPEBs) Department of the Navy and all Other 
Federal Executive Agencies (California PUC) 
Southwest Gas Corporation (Arizona CC) 
Sun City Water Company (Arizona RUCO) 
Havasu Water Company (Arizona RUCO) 
Central Maine Power Company (Department of the Navy and all 
Other Federal Executive Agencies) 
Southwest Gas Corporation - Rebuttal and PGA Audit (Arizona 
Corporation Commission) 
Hawaiian Electric Company (Hawaii PUC) 
Intrastate Access Charge Methodology, Pool and Rates 
Local Exchange Carriers Association and South Dakota 
Independent Telephone Coalition 
General Development Utilities - Port Malabar and 
West Coast Divisions (Florida PSC) 
The Peoples Natural Gas Company (Pennsylvania PUC) 
Hawaiian Nonpension Postretirement Benefits (Hawaiian PUC) 

Metropolitan Edison Company (Pennsylvania PUC) 
Pennsylvania American Water Company (Pennsylvania PUC) 

Citizens Utilities Company, Agua Fria Water Division 
(Arizona Corporation Commission) 
Southern New England Telephone Company (Connecticut PUC) 
Citizens Utilities Company (Electric Division), (Arizona CC) 
Puget Sound Power and Light Company (Washington UTC)) 
Central Maine Power Company (Maine PUC) 
Pennsylvania Gas & Water Company (Pennsylvania PUC) 
Matanuska Telephone Association, Inc. (Alaska PUC) 
Anchorage Telephone Utility (Alaska PUC) 
PTI Communications (Alaska PUC) 
Hawaiian Electric Company, Inc. (Hawaii PUC) 
Citizens Utilities Company - Gas Division 
(Arizona Corporation Commission) 
Pennsylvania American Water Company (Pennsylvania PUC) 
Sale of Assets CC&N from Contel of the West, Inc. to 
Citizens Utilities Company (Arizona Corporation Commission) 
Hawaiian Electric Company, Inc. (Hawaii PUC) 
The East Ohio Gas Company (Ohio PUC) 
Consolidated Edison Company (New York DPS) 
Inter-State Water Company (Illinois Commerce Commission) 
Citizens Utilities Company, Kauai Electric Division (Hawaii PUC) 
Application for Transfer of Local Exchanges (North Dakota PSC) 
Pacific Gas & Electric Company (California PUC) 
UGI Utilities, Inc. - Gas Division (Pennsylvania PUC) 
Southern New England Telephone Company (Connecticut PUC) 
Consumer Illinois Water, Kankakee Water District (Illinois CC) 
Ohio Power Company (Ohio PUC) 
South Carolina Electric & Gas Company (South Carolina PSC) 
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Non-Docketed 
Staff Investigation 
E- 1032-95-473 
E-1032-95-433 

GR-96-285 
94- 10-45 
A.96-08-001 et al. 

96-324 
96-08-070, et al. 

97-05- 12 
R-00973953 

97-65 

16705 

Non-Docketed 
Staff Investigation 

E- 1072-97-067 

PU-3 14-97-12 
97-035 1 
97-8001 

U-0000-94- 165 

98-05-006-Phase I 
9355-u 
97-12-020 - Phase I 
U-98-56, U-98-60, 
U-98-65, U-98-67 
(U-99-66, U-99-65, 
U-99-56, U-99-52) 
Phase I1 of 
97-SCCC- 149-GIT 
PU-3 14-97-465 
Non-docketed 
Assistance 
Contract Dispute 

Non-docketed Project 
Non-docketed Project 

Citizens Utility Company - Arizona Telephone Operations 
(Arizona Corporation Commission) 
Citizens Utility Co. - Northern Arizona Gas Division (Arizona CC) 
Citizens Utility Co. - Arizona Electric Division (Arizona CC) 
Collaborative Ratemaking Process Columbia Gas of Pennsylvania 
(Pennsylvania PUC) 
Missouri Gas Energy (Missouri PSC) 
Southern New England Telephone Company (Connecticut PUC) 
California Utilities’ Applications to Identify Sunk Costs of Non- 
Nuclear Generation Assets, & Transition Costs for Electric Utility 
Restructuring, & Consolidated Proceedings (California PUC) 
Bell Atlantic - Delaware, Inc. (Delaware PSC) 
Pacific Gas & Electric Co., Southern California Edison Co. and 
San Diego Gas & Electric Company (California PUC) 
Connecticut Light & Power (Connecticut PUC) 
Application of PECO Energy Company for Approval of its 
Restructuring Plan Under Section 2806 of the Public Utility Code 
(Pennsylvania PUC) 
Application of Delmarva Power &Light Co. for Application of a 
Cost Accounting Manual and a Code of Conduct (Delaware PSC) 
Entergy Gulf States, Inc. (Cities Steering Committee) 
Southwestern Telephone Co. (Arizona Corporation Commission) 
Delaware - Estimate Impact of Universal Services Issues 
(Delaware PSC) 
US West Communications, Inc. Cost Studies (North Dakota PSC) 
Consumer Illinois Water Company (Illinois CC) 
Investigation of Issues to be Considered as a Result of Restructuring of Electric 
Industry (Nevada PSC) 
Generic Docket to Consider Competition in the Provision 
of Retail Electric Service (Arizona Corporation Commission) 
San Diego Gas & Electric Co., Section 386 costs (California PUC) 
Georgia Power Company Rate Case (Georgia PUC) 
Pacific Gas & Electric Company (California PUC) 
Investigation of 1998 Intrastate Access charge filings 
(Alaska PUC) 
Investigation of 1999 Intrastate Access Charge filing 
(Alaska PUC) 

Southwestern Bell Telephone Company Cost Studies (Kansas CC) 
US West Universal Service Cost Model (North Dakota PSC) 
Bell Atlantic - Delaware, Inc., Review of New Telecomm. 
and Tariff Filings (Delaware PSC) 
City of Zeeland, MI - Water Contract with the City of Holland, MI 
(Before an arbitration panel) 
City of Danville, IL - Valuation of Water System (Danville, IL) 
Village of University Park, IL - Valuation of Water and 
Sewer System (Village of University Park, Illinois) 
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E-1032-95-41 7 

T-105 1B-99-0497 

T-0 105 1 B-99-0 105 
A00-07-043 
T-0105 1B-99-0499 
99-4 191420 
PU314-99-119 

98-0252 

00- 108 
U-00-28 
Non-Docketed 

00-1 1-038 
00-1 1-056 
00-10-028 

98-479 

99-457 
99-582 

99-03-04 
99-03-36 
Civil Action No. 

Case No. 12604 
Case No. 12613 
41651 

98-1 117 

13605-U 
14000-U 
13196-U 

Non-Docketed 

Non-Docketed 

Application No. 

Phase I 
99-0 1-0 16, 

99-02-05 
01-05-19-REO3 

G-0155 1A-00-0309 

00-07-043 

Citizens Utility Co., Maricopa Watermastewater Companies 
et al. (Arizona Corporation Commission) 
Proposed Merger of the Parent Corporation of Qwest 
Communications Corporation, LCI International Telecom Corp., 
and US West Communications, Inc. (Arizona CC) 
US West Communications, Inc. Rate Case (Arizona CC) 
Pacific Gas & Electric - 2001 Attrition (California PUC) 
US West/Quest Broadband Asset Transfer (Arizona CC) 
US West, Inc. Toll and Access Rebalancing (North Dakota PSC) 
US West, Inc. Residential Rate Increase and Cost Study Review 
(North Dakota PSC 
Ameritech - Illinois, Review of Alternative Regulation Plan 
(Illinois CUB) 
Delmarva Billing System Investigation (Delaware PSC) 
Matanuska Telephone Association (Alaska PUC) 
Management Audit and Market Power Mitigation Analysis of the Merged Gas 
System Operation of Pacific Enterprises and Enova Corporation (California 

Southern California Edison (California PUC) 
Pacific Gas & Electric (California PUC) 
The Utility Reform Network for Modification of Resolution E-3527 (California 

Delmarva Power & Light Application for Approval of its Electric and Fuel 
Adjustments Costs (Delaware PSC) 
Delaware Electric Cooperative Restructuring Filing (Delaware PSC) 
Delmarva Power & Light dba Conectiv Power Delivery Analysis of Code of 
Conduct and Cost Accounting Manual (Delaware PSC) 
United Illuminating Company Recovery of Stranded Costs (Connecticut OCC) 
Connecticut Light & Power (Connecticut OCC) 

PUC) 

PUC) 

West Penn Power Company vs. PA PUC (Pennsylvania PSC) 
Upper Peninsula Power Company (Michigan AG) 
Wisconsin Public Service Commission (Michigan AG) 
Northern Indiana Public Service Co Overearnings investigation (Indiana UCC) 
Savannah Electric & Power Company - FCR (Georgia PSC) 
Georgia Power Company Rate Case/M&S Review (Georgia PSC) 
Savannah Electric & Power Company Natural Gas Procurement and Risk 
Managemenmedging Proposal, Docket No. 13 196-U (Georgia PSC) 
Georgia Power Company & Savannah Electric & Power FPR Company Fuel 
Procurement Audit (Georgia PSC) 
Transition Costs of Nevada Vertically Integrated Utilities (US Department of 

Post-Transition Ratemaking Mechanisms for the Electric Industry 
Restructuring (US Department of Navy) 

Navy) 

Connecticut Light & Power (Connecticut OCC) 
Yankee Gas Service Application for a Rate Increase, Phase I-2002-IERM 
(Connecticut OCC) 
Southwest Gas Corporation, Application to amend its rate 
Schedules (Arizona CC) 
Pacific Gas & Electric Company Attrition & Application for a rate increase 
(California PUC) 
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97-12-020 
Phase I1 
01-1 0-10 
1371 1-U 
02-001 
02-BLVT-377-AUD 

02-S&TT-390-AUD 
0 1 -SFLT-879-AUD 

01-BSTT-878-AUD 

P404,407,520,413 
426,427,430,4211 
CI-00-712 

U-01-85 

U-01-34 

U-01-83 

U-01-87 

96-324, Phase I1 
03-WHST-503-AUD 
OCGNBT- 130-AUD 
Docket 69 14 
Docket No. 

Case No. 
E-0 1345A-06-009 

05- 1278-E-PC-PW-42T 

Docket No. 04-01 13 
Case No. U-14347 
Case No. 05-725-EL-UNC 
Docket No. 21229-U 
Docket No. 19142-U 
Docket No. 

Docket No. 19042-U 
Docket No. 2004-178-E 
Docket No. 03-07-02 
Docket No. EX02060363, 
Phases I&II 
Docket No. U-00-88 

03-07-01RE01 

Phase 1-2002 IERM, 
Docket No. U-02-075 
Docket No. 05-SCNT- 

Docket No. 05-TRCT- 

Docket No. 05-KOKT- 

Docket No. 2002-747 

1048-AUD 

607-KSF 

060-AUD 

Pacific Gas & Electric Company Rate Case (California PUC) 
United Illuminating Company (Connecticut OCC) 
Georgia Power FCR (Georgia PSC) 
Verizon Delaware § 27 1 (Delaware DPA) 
Blue Valley Telephone Company AudidGeneral Rate Investigation (Kansas 

S&T Telephone Cooperative AudidGeneral Rate Investigation (Kansas CC) 
Sunflower Telephone Company Inc., AudidGeneral Rate Investigation 
(Kansas CC) 
Bluestem Telephone Company, Inc. AudidGeneral Rate Investigation 
(Kansas CC) 

CC) 

Sherburne County Rural Telephone Company, dba as Connections, Etc. 
(Minnesota DOC) 
ACS of Alaska, dba as Alaska Communications Systems (ACS), Rate Case 
(Alaska Regulatory Commission PAS) 
ACS of Anchorage, dba as Alaska Communications Systems (ACS), Rate Case 
(Alaska Regulatory Commission PAS) 
ACS of Fairbanks, dba as Alaska Communications Systems (ACS), Rate Case 
(Alaska Regulatory Commission PAS) 
ACS of the Northland, dba as Alaska Communications Systems (ACS), Rate 
Case (Alaska Regulatory Commission PAS) 
Verizon Delaware, Inc. UNE Rate Filing (Delaware PSC) 
Wheat State Telephone Company (Kansas CC) 
Golden Belt Telephone Association (Kansas CC) 
Shoreham Telephone Company, Inc. (Vermont BPU) 

Arizona Public Service Company (Arizona Corporation Commission) 

Appalachian Power Company and Wheeling Power Company both dibla 
American Electric Power (West Virginia PSC) 
Hawaiian Electric Company (Hawaii PUC) 
Consumers Energy Company (Michigan PSC) 
Cincinnati Gas & Electric Company (PUC of Ohio) 
Savannah Electric & Power Company (Georgia PSC) 
Georgia Power Company (Georgia PSC) 

Connecticut Light & Power Company (CT DPUC) 
Savannah Electric & Power Company (Georgia PSC) 
South Carolina Electric & Gas Company (South Carolina PSC) 
Connecticut Light & Power Company (CT DPUC) 

Rockland Electric Company (NJ BPU) 
ENSTAR Natural Gas Company and Alaska Pipeline Company (Regulatory 
Commission of Alaska) 

Interior Telephone Company, Inc. (Regulatory Commission of Alaska) 

South Central Telephone Company (Kansas CC) 

Tri-County Telephone Company (Kansas CC) 

Kan Okla Telephone Company (Kansas CC) 
Northland Telephone Company of Maine (Maine PUC) 
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Docket No. 2003-34 
Docket No. 2003-35 
Docket No. 2003-36 
Docket No. 2003-37 
Docket Nos. U-04-022, 

Case 05- 1 16-U/06-055-U 
Case 04- 137-U 
Case No. 7 109/7 160 
Case No. ER-2006-03 15 
Case No. ER-2006-03 14 
Docket No. U-05-043,44 

U-04-023 

A-122250F5000 

E-01345A-05-08 16 
Docket No. 05-304 
05-806-EL-UNC 
U-06-45 
03-93-EL-ATA, 
06-1068-EL-UNC 
PUE-2006-00065 
G-04204A-06-0463 et. a1 

Docket No. 2006-0386 
U-06-134 

E-01933A-07-0402 
G-O1551A-07-0504 
Docket No.UE-072300 
PUE-2008-00009 
PUE-2008-00046 
E-0 1345A-08-0172 
A-2008-2063737 

08-1 783-G-42T 
08- 176 1 -G-PC 

Docket No. 2008-0083 
Docket No. 2008-0266 

Docket No. 09-29 
Docket No. UE-090704 

6-04024A-08-057 1 

09-0878-6-42T 
2009-UA-00 14 
Docket No. 09-0319 
Docket No. 09-414 

Docket Nos. U-09-069, 

Docket Nos. U-04-023, 

R-2009-2 132019 

U-09-070 

U-04-024 

W-01303A-09-0343 & 
SW-0 1303A-09-0343 
09-872-EL-FAC & 
09-873-EL-FAC 

Sidney Telephone Company (Maine PUC) 
Maine Telephone Company (Maine PUC) 
China Telephone Company (Maine PUC) 
Standish Telephone Company (Maine PUC) 

Anchorage Water and Wastewater Utility (Regulatory Commission of Alaska) 
Entergy Arkansas, Inc. EFC (Arkansas Public Service Commission) 
Southwest Power Pool RTO (Arkansas Public Service Commission) 
Vermont Gas Systems (Department of Public Service) 
Empire District Electric Company (Missouri PSC) 
Kansas City Power & Light Company (Missouri PSC) 
Golden Heart Utilities/College Park Utilities (Regulatory Commission of 
Alaska) 
Equitable Resources, Inc. and The Peoples Natural Gas Company, d/b/a 
Dominion Peoples (Pennsylvania PUC) 
Arizona Public Service Company (Arizona CC) 
Delmarva Power & Light Company (Delaware PSC) 
Cincinnati Gas & Electric Company (Ohio PUC) 
Anchorage Water Utility (Regulatory Commission of Alaska) 

Duke Energy Ohio (Ohio PUC) 
Appalachian Power Company (Virginia Corporation Commission) 
UNS Gas, Inc. (Arizona CC) 
Chugach Electric Association, Inc. (Regulatory Commission of Alaska) 
Hawaiian Electric Company, Inc (Hawaii PUC) 
Tucson Electric Power Company (Arizona CC) 
Southwest Gas Corporation (Arizona CC) 
Puget Sound Energy, Inc. (Washington UTC) 
Virginia-American Water Company (Virginia SCC) 
Appalachian Power Company (Virginia SCC) 
Arizona Public Service Company (Arizona CC) 
Babcock & Brown Infrastructure Fund North America, LP. and The Peoples 
Natural Gas Company, d/b/a Dominion Peoples (Pennsylvania PUC) 
Hope Gas, Inc., dba Dominion Hope (West Virginia PSC) 
Hope Gas, Inc., dba Dominion Hope, Dominion Resources, Inc., and Peoples 
Hope Gas Companies (West Virginia PSC) 
Hawaiian Electric Company, Inc. (Hawaii PUC) 
Young Brothers, Limited (Hawaii PUC) 
UNS Gas, Inc. (Arizona CC) 
Tidewater Utilities, Inc. (Delaware PSC) 
Puget Sound Energy, Inc. (Washington UTC) 
Mountaineer Gas Company (West Virginia PSC) 
Mississippi Power Company (Mississippi PSC) 
Illinois-American Water Company (Illinois CC) 
Delmarva Power & Light Company (Delaware PSC) 
Aqua Pennsylvania, Inc. (Pennsylvania PUC) 

ENSTAR Natural Gas Company (Regulatory Commission of Alaska) 

Anchorage Water and Wastewater Utility - Remand (Regulatory Commission of 
Alaska) 

Arizona-American Water Company (Arizona CC) 

Financial Audits of the FAC of the Columbus Southern Power Company and 
the Ohio Power Company - Audit I (Ohio PUC) 
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20 10-00036 
E-04100A-09-0496 
E-01773A-09-0472 
R-2010-2166208, 
R-2010-2166210, 
R-20 10-2 1662 12, & 
R-2010-2166214 

PSC Docket No. 09-0602 

10-0713-E-PC 
Docket No. 31958 
Docket No. 10-0467 
PSC Docket No. 10-237 
U- 10-5 1 

10-0699-E-42T 

10-0920-W-42T 
A. 10-07-007 
A-2010-2210326 
09- 10 12-EL-FAC 

10-268-EL FAC et al. 

Docket No. 2010-0080 
G-0 155 1 A- 10-0458 
10-KCPE-415-RTS 
PUE-2011-00037 
R-2011-2232243 
u-11-100 

A. 10- 12-005 
PSC Docket No. 11-207 
Cause No. 44022 

PSC Docket No. 10-247 

G-04204A-11-0158 
E-O1345A-11-0224 
UE- 11 1048 & UE-111049 

Docket No. 11-0721 
11AL-947E 
U-11-77 & U-11-78 

Docket No. 11-0767 
PSC Docket No. 11-397 
Cause No. 44075 
Docket No. 12-0001 
11-5730-EL-FAC 

PSC Docket No. 11-528 
11-281-EL-FAC et al. 

Kentucky-American Water Company (Kentucky PSC) 
Southwest Transmission Cooperative, IHnc. (Arizona CC) 
Arizona Electric Power Cooperative, Inc. (Arizona CC) 

Pennsylvania-American Water Company (Pennsylvania PUC) 
Central Illinois Light Company D/B/A AmerenCILCO; Central Illinois Public 
Service Company D/B/A AmerenCIPS; Illinois Power Company D/B/A 
AmerenIP (Illinois CC) 
Allegheny Power and FirstEnergy Corp. (West Virginia PSC) 
Georgia Power Company (Georgia PSC) 
Commonwealth Edison Company (Illinois CC) 
Delmarva Power & Light Company (Delaware PSC) 
Cook Inlet Natural Gas Storage Alaska, LLC (Regulatory Commission of 
Alaska) 
Appalachian Power Company and Wheeling Power Company (West Virginia 

West Virginia-American Water Company (West Virginia PSC) 
California-American Water Company (California PUC) 
TWP Acquisition (Pennsylvania PUC) 
Financial, Management, and Performance Audit of the FAC for Dayton Power 
and Light - Audit 1 (Ohio PUC) 
Financial Audit of the FAC of the Columbus Southern Power Company and the 
Ohio Power Company - Audit I1 (Ohio PUC) 
Hawaiian Electric Company, Inc. (Hawaii PUC) 
Southwest Gas Corporation (Arizona CC) 
Kansas City Power & Light Company - Remand (Kansas CC) 
Virginia Appalachian Power Company (Commonwealth of Virginia SCC) 
Pennsylvania-American Water (Pennsylvania PUC) 
Power Purchase Agreement between Chugach Association, Inc. and Fire Island 
Wind, LLC (Regulatory Commission of Alaska) 
San Diego Gas & Electric Company (California PUC) 
Artesian Water Company, Inc. (Delaware PSC) 
Indiana-American Water Company, Inc. (Indiana Utility Regulatory 
Commission) 
Management Audit of Tidewater Utilities, Inc. Affiliate Transactions (Delaware 
Public Service Commission) 
UNS Gas, Inc. (Arizona Corporation Commission) 
Arizona Public Service Company (Arizona CC) 
Puget Sound Energy, Inc. (Washington Utilities and Transportation 
Commission) 
Commonwealth Edison Company (Illinois CC) 
Public Service Company of Colorado (Colorado PSC) 
Golden Heart Utilities, Inc. and College Utilities Corporation (The Regulatory 
Commission of Alaska) 
Illinois-American Water Company (Illinois CC) 
Tidewater Utilities, Inc. (Delaware PSC) 
Indiana Michigan Power Company (Indiana Utility Regulatory Commission) 
Ameren Illinois Company (Illinois CC) 
Financial, Management, and Performance Audit of the FAC for Dayton Power 
and Light - Audit 2 (Ohio PUC) 
Delmarva Power & Light Company (Delaware PSC) 
Financial Audit of the FAC of the Columbus Southern Power Company and the 
Ohio Power Company - Audit I11 (Ohio PUC) 

PSC) 
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Cause No. 43 1 14-IGCC- 
4S1 
Docket No. 12-0293 
Docket No. 12-0321 

Docket No. 2012-218-E 
Docket No. E-72, Sub 479 

12-02019 & 12-04005 

12-0511 & 12-0512 

E-01 933A-12-0291 
Case No. 93 1 1 
Cause No. 43114-IGCC-10 
Docket No. 36498 
Case No. 93 16 
Docket No. 13-0192 
12- 1649-W-42T 
E-04204A- 12-0504 
PUE-2013-00020 
R-20 13-2355276 
Formal Case No. 1103 
U-13-007 
12-288 1-EL-FAC 

Docket No. 36989 
Cause No. 43 114-IGCC-11 
UM 1633 
13-1892-EL FAC 

E-04230A-14-0011 & 
E-01933A- 14-001 1 
14-255-EL RDR 

U-14-001 
U- 14-002 
PUE-20 14-00026 
14-01 17-EL-FAC 

14-0702-E-42T 

Formal Case No. 11 19 

R-20 14-2428742 
R-2014-2428743 
R-20 14-2428744 
R-2014-2428745 

Duke Energy Indiana, Inc. (Indiana Utility Regulatory Commission) 
Ameren Illinois Company (Illinois CC) 
Commonwealth Edison Company (Illinois CC) 
Southwest Gas Corporation (Public Utilities Commission of Nevada) 
South Carolina Electric & Gas (South Carolina PSC) 
Dominion North Carolina Power (North Carolina Utilities Commission) 
North Shore Gas Company and The Peoples Gas Light and Coke Company 
(Illinois CC) 
Tucson Electric Power Company (Arizona CC) 
Potomac Electric Power Company (Maryland PSC) 
Duke Energy Indiana, Inc. (Indiana Utility Regulatory Commission) 
Georgia Power Company (Georgia PSC) 
Columbia Gas of Maryland, Inc. (Maryland PSC) 
Ameren Illinois Company (Illinois CC) 
West Virginia-American Water Company (West Virginia PSC) 
UNS Electric, Inc. (Arizona CC) 
Virginia and Electric Power Company (Virginia SCC) 
Pennsylvania-American Water Company (Pennsylvania PUC) 
Potomac Electric Power Company (District of Columbia PSC) 
Chugach Electric Association, Inc. (The Regulatory Commission of Alaska) 
Financial, Management, and Performance Audit of the FAC for Dayton Power 
and Light - Audit 3 (Ohio PUC) 
Georgia Power Company (Georgia PSC) 
Duke Energy Indiana, Inc. (Indiana Utility Regulatory Commission) 
Investigation into Treatment of Pension Costs in Utility Rates (Oregon PUC) 
Financial Audit of the FAC and AER of the Ohio Power Company - Audit I 
(Ohio PUC) 

Reorganization of UNS Energy Corporation with Fortis, Inc. (Arizona CC) 
Regulatory Compliance Audit of the 2013 DIR of Ohio Power Company (Ohio 

Chugach Electric Association, Inc. (The Regulatory Commission of Alaska) 
Alaska Power Company (The Regulatory Commission of Alaska) 
Virginia Appalachian Power Company (Commonwealth of Virginia SCC) 
Financial, Management, and Performance Audit of the FAC and Purchased 
Power Rider for Dayton Power and Light - Audit 1 (Ohio PUC) 
Monongahela Power Company and The Potomac Edison Company (West 
Virginia PSC) 
Merger of Exelon Corporation, Pepco Holdings, Inc., Potomac Electric Power 
Company, Exelon Energy Delivery Company, LLC, and New Special Purpose 
Entity, LLC (District of Columbia PSC) 
West Penn Power Company (Pennsylvania PUC) 
Pennsylvania Electric Company (Pennsylvania PUC) 
Pennsylvania Power Company (Pennsylvania PUC) 
Metropolitan Edison Company (Pennsylvania PUC) 

PUC) 
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EPCOR Water Arizona Inc. 
Docket No. WS-01303A- 14-0010 

Attachment RCS-3 
Schedules Showing Recommended Adjustments for Affiliate Charges and Company Requested Expenses 

Accompanying the Direct Testimony of Ralph C. Smith 

Description Confidential Pages Page No. 
Recommended Adjustments 
Incentive Compensation Expense - STIP No 1 2 
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EPCOR Water Arizona Inc. 
Docket No. WS-O1303A-14-0010 

Attachment RCS-4 
Copies of EPCORs Non-Confidential Responses to Data Requests 

and Documents Referenced in the Direct Testimony and Schedules of 

Data Requestl 
Workpaper No. 

RUCO 12.01 

RUCO 12.17 

RUCO 12.02 

RUCO 12.03 

RUCO 12.04 

RUCO 12.05(c) and (d) 

RUCO 12.07 

RUCO 12.11 

Ralph C. Smith 

Subject Confidential 
EPCOR Cost Allocation Manuals for 2012 and 2013 
(includes 2013 CAM) No 
EPCOR organizational chart for EWAZ districts and a 
service territow map identifying each EWAZ district. No 
Amounts of test year affiliated charges recorded for each 
EWAZ utility. No 
Amount of pro forma adjusted test year charges from each 
EPCOR affiliate to each EWAZ district. No 
No affiliate costs were included in rate base of any of the 
districts in the EWAZ rate application. No 
EPCOR does not produce financial information for the 12 
months ended June 30,2013 or June 30,2014. 
(Attachments not included) No 
Description of services provided for the Asset Usage Fee 
and the Management Fee; Categories of costs charged in 
the management feelcorporate Allocation. No 
EPCOR states that its US Water business units are not 
charged g y  return on capital component of the asset usage 
fee. 

Amount of charges from EPCOR affiliates for the 12 months 
ended 6/30/13 allocated to EWAZ utilities; Explanation of 
differences in accounts 6204 and 5628 between the test 
year ending 6/30/13 and the comparative periods of 2012, 
2013, and the 12 months ending 6/30/14; EPCOR states 
that no unusual or nonrecurring EPCOR affiliate charges 
were recorded by EWAZ in account 5626 during the test 
year. (Attachment not included) 

Explanation of EPCOR corporate efficiencies being 
allocated down to EWAZ; Amount of efficiencies reflected in 
$4,829,707 amount for the test year; EPCOR statement that 
the $4,261,936 for the 12 months ending 6/30/2014 includes 
6 months of estimated expenses and will be adjusted at the 
end of the year to reflect actual expenses. 

RUCO 17.16 

RUCO 18.2 

RLlCO 18 3 

No 

No 

No 
. - - - . -. - 

RUCO 18.9 

Company provided dates of when IT services and their 
related charges commenced; Amount of duplicate licensing 
costs payments recorded per month; Amount of $41,803 
recorded during test year ended 6/30/2013; Company 
provided journal entries and invoices for duplicate payments 

No 
R Water Anzona) 

Allocation; Explanation of how the account 5682 Board 
Compensation amounts are allocated and how much is 
charged to the districts; Explanation of the membership and 
basis for the Business Unit 7A and 6U board compensation 

RUCO 15.1 

RUCO 17.31 Original and 
Supplemental 

RUCO 17.32 

RUCO 18.6 
RUCO 18.7 
RUCO 27.2 

RUCO 17.11 

RUCO 18.1 

~ 

mtacnmenr KW-4 
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amounts. No 
Incentive compensation costs allocated to Arizona for test 
year ended 6/30/2013 for the portion of At Risk 
Compensation. (Attachment not included) No 
Reconciliation of incentive compensation recorded for the 
12 months ended 6/30/2013 and the amount of incentive 
compensation requested by the Company. 
Amounts of advertising, promotion, donations, and other 
expenses charged to EWAZ for the test year and included in 
the requested test year operating expenses for each of the 
five districts. No 
Advertising Expense including attachment No 
Promotion Expense No 
Company confirms error correction needed to reduct affiliate 
charged IT services expense by $1 1,010 in its rate case 
filings No 
Accumulated Deferred Income Taxes and Internal Revenue 
Code 5338(h)(10) election No 

No 

I I 
Total Pages Including this Pagel 

RUCO 27.1 

lo. of Pages 

6 

3 

17 

1 

1 

1 

Accumulated Deferred Income Taxes and Internal Revenue 
Code §338(h)(10) election that resulted in setting to zero 
ADIT balances as of date of ownership transfer 
Accumulated Deferred Income Tax information and 
statements about 201 4 bonus tax depreciation 

No 

No 

6 

4 

76 

2 - 7  

8 - 1 0  

11 -27 

28 
29 

30 

31 -32 

33 

34-36 

37 - 38 

39 - 40 

41 -42 

43 - 48 

49 - 55 

56-59 

63-64 

65 

60 - 62 

66 

67 - 72 

73 - 76 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory and Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv ResDonse Number: RUCO 12.01 

Q: To the extent not already provided, provide a complete copy of the Cost Allocation 
Manual(s) used by EPCOR Water for 201 2,201 3 and 201 4. 

A: The Corporate Cost Allocation Process is documented in attachments labeled 
“RUCO 12.01 201 2 Corp Alloc Process.doc” and “RUCO 12.01 201 3 Corp Alloc 
Process.doc”. Since the cost allocation process has not changed from that used 
during 2013, “RUCO 12.01 2013 Corp Alloc Process.doc” is also accurate for 
201 4. 
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EPCOR Utilities Inc. Corporate Cost Assignment and Allocation Process 

Corporate Cost Assignment and Allocation Process 

Consistent with its approach in previous years, EUI has allocated Corporate Services costs to the 
EPCOR business units using the following five step process: 

i) 
ii) 
iii) 

iv) 
v) 

Categorize Corporate Services costs as directly assignable versus allocable. 
Assign directly assignable costs to the appropriate business unit. 
Review/develop/modify/refine allocation methods for allocable costs. 
Apply allocation methods to allocable costs. 
Conduct a final review for reasonableness. 

Step 1 - Categorize Corporate Service costs as either directly assignable or allocable. 

The first step was to review each Corporate Service cost and categorize it into one of two defined 
groups: 

0 Directly assignable costs 
Allocable costs 

Directly assignable costs are costs that are directly associated with a particular business unit’s 
activity or operation. The relevant Corporate Services department and business unit work 
together to determine the quantum of directly assigned costs, if any, related to the Corporate 
Service in question. 

Allocable costs are those costs that provide benefits to EUI business units but by their nature 
cannot be directly assigned, and are charged to business units using appropriate cost allocators. 
These costs are allocated among EPCOR business units using cost allocators that reflect the 
factor or factors that drive the cost of providing the Corporate Service to each business unit. 

Directly assignable Corporate Service costs include the following: 

0 Corporate Security costs incurred directly on behalf of business units (e.g., 
security costs related to buildings and facilities). 

December 3 1 , 201 3 
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Response to RUCO 12.01 
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EPCOR Utilities Inc. Corporate Cost Assignment and Allocation Process 

0 Space Rent costs for office space in the EPCOR Tower (e.g., office space 
occupied by in EPCOR Tower). 
Certain information system operating costs that can be directly attributable to the 
business units (e.g., support costs for business unit specific applications and 
databases; server costs and licensing fees that relate to business unit specific 
applications; and desktop support costs for desktops that are used by the business 
unit). 
Facilities management costs incurred directly on behalf of business units @e., 
building services, general services, risk management and environmental services). 

0 

0 

Step 2 - Assign directly assignable costs to Business Units 

Once the directly assignable costs are identified and determined, they are charged directly to 
each Business Unit, Directly assignable costs are included in the budgets of the business units, 
and are not included in the budgets of the respective Corporate Services departments (i.e., they 
are removed from the Corporate Service departments’ “cost pools”, with the remaining costs 
forming the pool of allocable costs for each department). 

Step 3 - Review/develop/modify/refine allocation methods for allocable costs 

EPCOR’s cost allocation process is designed to ensure that the allocation of Corporate Services 
costs among business units is appropriate, fair and reasonable, cost-effective, predictable, reflects 
the benefit received by function (i.e., cost causation), and is consistent with the transfer pricing 
principles in EPCOR’s Inter-Affiliate Code of Conduct. 

If EUI determines that an individual allocator or allocation method should be revised, then 
business unit executives become involved to provide input and to test the validity of potential 
revisions. Input is also solicited from the business units relating to the data which forms the 
basis for the allocators, which is then input into the corporate allocation model along with the 
EUI budget. 

EUI’s approach to determining its allocation methods is as follows: 

The costs associated with a Corporate Services department, except for the Treasury department, 

December 3 1,201 3 Page 2 of 5 
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Response to RUCO 12.01 
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EPCOR Utilities Inc. 
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Corporate Cost Assignment and Allocation Process 

are allocated on one of two bases: (i) using a single “functional cost causation allocator”, or (ii) 
using a “composite cost causation allocator”. The allocation methods used for Treasury costs are 
described below. 

Insurance and Physical Risk Management costs are allocated using the relative proportion 
of property, plant and equipment (PPE) to total PPE amounts. This is an appropriate 
allocator as it is indicative of the work required to manage insurance requirements and 
mitigate risks associated with each business units’ assets. 
Treasurer - Corporate Finance costs are allocated unit using a weighting of three 
financial drivers: PPE, Acquisitions and Capital Expenditures. This is an appropriate 
allocator because each of the drivers is directly related to the amount of work that is 
required to obtain financing and service a business unit’s share of funding, for either 
maintenance of existing assets or new growth by means of capital expenditures or 
acquisitions. 
Treasury Operations costs are allocated using a composite of net income, depreciation 
and debt. This is an appropriate allocator as it reflects the activities and level of effort 
required to manage cash flow in each business unit. 

0 

A functional cost causation allocator has been used where the costs can be logically allocated 
using an identified cost causation driver (such as headcount). The composite cost causation 
allocator has been used where the costs cannot be allocated using a particular functional cost 
causation allocator. The latter types of costs tend to be related to Corporate Services that are of a 
governance nature, and it is appropriate that these types of costs be allocated based on a 
combination of the business unit’s share of EPCOR group revenues, assets, and headcount. 

The allocation methods applicable to EUI’s allocable Corporate Service costs for 2013 are 
summarized in the table below. 

December 31,2013 Page 3 of 5 
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I 5 Inventory Management & Warehousing 

EPCOR Water Arizona Inc. 

Response to RUCO 12.01 
WS-01303A-14-0010 

I Functional Cost Causation - Headcount for Stores I 

EPCOR Utilities Inc. 

- - 
8 Real Estate 
9 Security 
10 SCM Corporate Services 

corporate Cost A s s i m e n t  and Allocation Process 

Composite - EUI Revenue, Assets, Headcount 
Functional Cost Causation - Headcount 
Composite - EUI Revenue, Assets, Headcount 

Corporate Services Allocable Costs 
Allocation Methods 2013 

A 
Department and Function 

B 
Allocators 

I 1 Purchasing (Note 1) I Functional Cost Causation - Purchase Order Lines I 
I 2 Mailroom I Functional Cost Causation - Headcount I 

3 Fleet Management (Note 1) 
4 Disaster Recoverv Planning Facilities 

Functional Cost Causation - Number of Vehicles 
Functional Cost Causation - Direct IS Costs (excluding corporate) 

6 SCM Administration (Note 1) 
7 Strategic Sourcing 

Composite - EUI Revenue, Assets, Headcount 
Functional Cost Causation - Purchase Order Lines 

11 
12 Total Rewards 

SVP Human Resources (Note 1) Functional Cost Causation - Headcount 
Functional Cost Causation - Headcount 

I 13 Human Resources Consulting I Functional Cost Causation - Headcount -1 
I 14 Talent Management I Functional Cost Causation - Headcount I 

15 Major Capital Projects 
16 Application Services 

Functional Cost Causation - Headcount 
Functional Cost Causation - Headcount 

I 17 Infrastructure OPerations I Functional Cost Causation - Direct IS Costs I 

18 Payroll Processing 
19 Accounts Payable 

Functional Cost Causation - Headcount 
Functional Cost Causation - Invoice Lines by Business Unit 

20 Taxation 
21 Corporate Accounting 
22 Consolidated Reporting & Analysis 
23 Financial Management Training Program 

Composite - EUI Revenue, Assets, Headcount 
Composite - EUI Revenue, Assets, Headcount 
Composite - EUI Revenue, Assets, Headcount 
Composite - EUI Revenue, Assets, Headcount 

24 Audit Fees Composite - EUI Revenue, Assets, Headcount 

I 29 All costs I Composite - EUI Revenue, Assets, Headcount I 

I 30 All Costs I Average Corporate Cost Allocation I 

I 3 1 Corporate Communications I Functional Cost Causation - Net Income I 
Composite - EUI Revenue, Assets, Headcount I 32 Government Relations 

33 Operational Communications (Note 1) Functional Cost Causation - Headcount I 

December 31,2013 Page 4 of 5 
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Response to RUCO 12.01 
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A 
Department and Function 

34 Community Relations 
35 Public Consultation (Note 1) 
36 VP Public & Government Affairs 

37 EPCOR Community Essentials Council 

mxacnment KL>-4 
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B 
Allocators 

Functional Cost Causation - Net Income 
Composite - EUI Revenue, Assets, Headcount 
Functional Cost Causation - Weighted Average of Costs for Public & 
Government Affairs 
Composite - EUI Revenue, Assets, Headcount 

EPCOR Utilities Inc. corporate Cost Assignment and Allocation Process 

I 43 AllFunctions I Functional Cost Causation - Headcount I 
Note 1: These departments and functions existed in January to February 2013, but were disbanded after the Line of Business 
reorganization. 

Step 4 - Apply allocation methods to allocable costs 

Once the allocation methods were determined, they were applied against EUI’s final Corporate 
Services costs to arrive at the amounts charged to each business unit. 

Step 5 - Final review of Corporate Services Charges for reasonableness 

The resulting Corporate Services charges were carefully reviewed by EUI and business unit 
management to confirm that the process set out above was properly applied, and that the 
resulting charges were reasonable. 

December 31,2013 Page 5 of 5 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Roland Tanner 
Title: Manager, Rates and Regulation 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.17 

Q: Please provide an organizational chart and service territory map showing each of 
the EWAZ districts. 

A: Attached as "RUCO 12.17 EPCOR Water USA District Chart 2014.pdf" is the 
organization chart for the EWAZ districts. Also attached as "RUCO 12.17 
EPCOR-AZ-ServiceAreas.pdf" is a service territory map which identifies each 
EWAZ district. 
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District Chart 

4-0010 

EPCOR Water USA 

~ (B[EU) ~ 

(Parent BU AW) -- 
Chaparral City Water 

(Parent BU AZ) 

Central Division 
I 
Eastern Division 

Agua Fria Water 
(BU 7F) 

Agua Fria 
Wastewater 

Anthem Water 
(BU 7K) 

Anthem Wastewater 
(BU 7L) 

Sun City Water 
(BU 78) 

Sun City Wastewater 
(BU 7C) 

Sun City West Water 
(BU 7D) 

I 
Sun City West 
Wastewater 

NWV Wastewater 
(BU 7H) 

Mohave Water 
(BU 7M) 

Mohave Wastewater 
(BU 7N) 

I 
Paradise Valley Wate 

(BU 7P) 

Havasu Water 
(BU 7U) 

Tubac Water 
(BU 7T) 

I 

Mexico Inc 
(BU &X) 

Clovis Water 
(BU 7V) 

I 
Edgewood Water 

(BU 7W) 

Water 
(BU 7Y) 

North Mohave Water 
(BU 7Q) 

1 I 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.02 

Q: 

A: 

Identify the amount of test year recorded charges from each EPCOR affiliate to 
each of the following Arizona districts, by account: 

a. Mohave Water District, 
b. Paradise Valley Water District, 
c. Sun City Water District, 
d. Tubac Water District, and, 
e. Mohave Wastewater District. 

Excluding the charges in accounts 6203 and 6204 for the main Corporate 
Allocation, the only affiliate charges included in the test year expenses of the 
Arizona districts included in this rate application are from EPCOR Utilities Inc. 
Attachment labeled “RUCO 12.02 Charges from Affiliates.xlsx” summarizes those 
charges by district. 

The amount of Corporate Allocation for accounts 6203 and 6204 included in each 
district’s test year expenses are summarized below and were provided in response 
to data request number RUCO 1.41. 

a. Mohave Water $ 347,018 
b. Paradise Valley Water $ 314,349 
c. Sun City Water $ 510,069 
d. Tubac Water $ 34,814 
e. Mohave Wastewater $ 58,695 



EPCOR Water Arizona Inc. 
WS-01303A-14-0010 

Response to  RUCO 12.02 

Test Year 6/30/13 
Sum of Distribution Line Amount 
ACCT Account Description Total 

5262 Freight and Courier 267.25 
5620 Telephone,Long Distance,Data 7,032.97 
5628 Outside Computer Charges (Tl)  55,429.75 

Grand Total 62,729.97 

“I - 
~ ___- _I -_____ - 

I _ I  ~ _ * -  ~ ~ ~ -_ ~ _* _* - _I__ _I__- - II I_ llxl -_ -__ 

RUCO 12.02 Charges from Affiliates.xlsx 
Sun City Water-7B Totals 
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EPCOR Water Arizona Inc. 
WS-01303A-14-0010 

Response to  RUCO 12.02 

Test Year 6/30/13 

Total 
Sum of Distribution Line Amount 

Account Description ACCT ~- ~ - ~ _- ~ -_- ~ - ~ _I -- ~ 

5262 Freight and Courier 267.25 
~ 5620 Telephone,Long Distance,Data 7,032.97 

5628 Outside Computer Charg 
Grand Total 
_- ~ ~ ~~---  1- __ _- ~~- _- - ~- ~ ~ 

RUCO 12.02 Charges from Affiliates.xlsx 
Mohave Water-7M Totals 
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EPCOR Water Arizona Inc. 
WS-01303A-14-0010 

Response to  RUCO 12.02 

Test Year 6/30/13 
Sum of Distribution Line Amount 
ACCT Account Description Total 

~ - -_- ~ -. L I I_ --__ ~ -___ __ _ _  
5262 Freight and Courier 28.13 
5620 Telephone, Long Distance, Data 740.31 
5628 Outside Computer Charges (Tl) 5,834.68 

6,603.12 

~ __l"l__-- ~~ 

____"_~-^_I I 11( 

- ___ ~~ I-_ I ~~~~-~ I-__~. -_ I____ -I _- ~ -I- - -_ ~ - 

RUCO 12.02 Charges from Affiliates.xlsx 
M o have Wastewa ter-7 N Tota Is 
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EPCOR Water Arizona Inc. 
WS-01303A-14-0010 

Response to  Data Request No. RUCO 12.02 

Test Year 6/30/13 
Sum of Distribution Line Amount 
ACCT 

_I - ~ _ x  

Account Description Total -- -- - ~ --_ -- ~ I_ II I I- 

5262 Freight and Courier 196.92 
5620 Telephone,Long Distance,Data 5,182.19 
5628 Outside Computer Charges (Tl)  40,842.94 

Grand Total 46,222.05 

~ _I_ - - 
-_ Î  _ 1  

~ I_ _ll~ll _ "  -̂IIIIx- ~ ~ __-l_-_ __ _ _  ~ - __ I ~ ~ ~ - ~ ~~~ 

RUCO 12.02 Charges from Affiliates.xlsx [Paradise Valley Water-7P Totals] 
Page 11 of 16 
9/12/14 
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EPCOR Water Arizona Inc. 
WS-01303A-14-0010 

Response to  Data Request No. RUCO 12.02 

Test Year 6/30/13 
Sum of Distribution Line Amount 

Total _ _  _ I  

Account Description - - - ~ ~ ~ ~ I_ I __-_ ” _- - I_ 

ACCT 
5262 Freight and Courier 28.13 
5620 Telephone,Long Distance,Data 740.31 

harges - - _ I _  (T l )  I- - _ I _ _ ”  5,834.67 
6,603.11 

RUCO 12.02 Charges from Affi1iates.xk.x [Tubac Water-7T Totals] 
Page 14 of 16 
9/12/14 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.03 

Q: Identify the amount of Company-requested pro forma adjusted test year charges 
from each EPCOR affiliate to each of the following Arizona districts, by account: 

a. Mohave Water District, 
b. Paradise Valley Water District, 
c. Sun City Water District, 
d. Tubac Water District, and, 
e. Mohave Wastewater District. 

A: The only EPCOR affiliate charges reflected in pro forma adjustments related to 
charges from EPCOR Utilities Inc. are displayed on the Corporate Allocation line 
on Schedule C-2. Please refer to the income statement pro forma adjustments 
ADJ SM-18 for all districts which annualizes the corporate allocation. The amounts 
of the pro forma adjustments ADJ SM-18 are listed below by the district. 

a. Mohave Water $ (52,670) 
b. Paradise Valley Water $ (47,711) 
c. Sun City Water $ (7741 7) 
d. Tubac Water $ ( 5,284) 
e. Mohave Wastewater $ ( 8,908) 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.04 

Q: Identify, by account and in total, all affiliate costs that are included in the rate base 
of each of the following Arizona districts: 

a. Mohave Water District, 
b. Paradise Valley Water District, 
c. Sun City Water District, 
d. Tubac Water District, and, 
e. Mohave Wastewater District. 

A: There are no any affiliate costs included in the rate base of any of the districts in 
this rate application. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.05 

Q: 

A: 

Identify each affiliate that charged cost to EPCOR Water Arizona Inc., in each 
period, and identify the amount of charges by account: 

a. Calendar 201 3 
b. Calendar 201 2 
c. The year ended June 30,2013 
d. The 12 months ending June 30,201 4. 

a. See RUCO 12.05 Attachment 1 for a summary of the corporate costs invoiced 
to EPCOR Water USA for the year ended December 31, 201 3. 

b. See RUCO 12.05 Attachment 2 for a summary of the costs charged to EPCOR 
Water USA for the year ended December 31, 2012. The costs were not 
invoiced to EPCOR Water USA in the year of acquisition. During the 
integration process these amounts were charged into the accounts of EPCOR 
Water USA. The costs have been provided by general ledger account number 
in order to provide insight into the nature of the costs. The detail for accounts 
6203 (Asset Usage Fee) and 6204 (Shared Services Management Fee) has 
been provided in STF GB 3.33 from the Chaparral City Water Company rate 
case (Docket W-02113A-13-0118) which is attached and relabeled as “RUCO 
12.05 (CCWC-STF GB 3.33).xlsx”. 

c. EPCOR Utilities Inc. does not produce financial information for the 12 months 
ended June 30,2013. 

d. EPCOR Utilities Inc. does not produce financial information for the 12 months 
ended June 30,2014. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory and Rates 

Sheryl L. Hubbard 

Add ress : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv ResDonse Number: RUCO 12.07 Paae 1 of 2 

Q: 

A: 

Refer to the response to STF GB 3.33. Please refer to response to recent 
Chaparral City Water rate case. See Attachment 1 

a. What services are provided for the Asset Usage Fee? Explain 

b. What services are provided for the Management Fee? Explain 

c. What costs are charged in the Corporate Allocation? 

fully. 

fully. 

a. EUI charges fees relating to general plant assets owned by EUI that are used 
in providing Corporate Services to EPCOR business units. These fees are 
referred to as Corporate Asset Usage Fees. The categories of assets for which 
Corporate Asset Usage Fees are charged include the following: 

e 

e 

e 

e 

e 

e 

e 

b. 

C. 

Leasehold Assets (Edmonton) 
Human Resources Information System (“HRIS”) 
Information System (“IS”) Infrastructure 
Financial Systems 
Disaster Recovery Systems 
Furniture and Fixtures Assets 
Vehicles 

The Asset Usage Fee for each category of corporate assets is comprised of 
two components: “return on” capital and “return of” capital (or depreciation 
expense). The return on capital component is calculated using the service 
recipient’s weighted average cost of capital (“WACC”). Return on capital is not 
charged to the US Water business units. 

The Shared Service Management Fee represents the corporate costs that are 
allocated to the various operating business units. 

The costs charged as the Management Fee referenced in b. above are detailed 
on attachment labeled “RUCO 12.09 Corporate Allocation.xlsx”. For 
convenience the cost categories are listed below. 

e President and CEO 
e SVP Finance and CFO 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory and Rates 

Sheryl L. Hubbard 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.07 Page 2 of 2 

SVP Legal and External Relations 
Executive Assistants 
Board 
Corporate Finance 
Treasury 
Risk, Assurance and Advisory 
SVP Human Resources 
Human Resources Consu I t i ng 
Total Rewards 
Talent Management 
SVP information Services 
Major Capital Projects 
Application Services 
Infrastructure Operations 
Mailroom, Facilities and Procurement 
Rent 
Security 
Business Transformation 
Incentive Compensation 
Public and Government Affairs 
Regula tory Affairs 
Legal Services 
Health, Safety and Environment 
Strategic Planning and Development 



Htracnment K L ~ - 4  

Page 33 of 76 
WS-01303A- 14-0010 

COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory and Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.1 1 

Head Office 
Head Office 
Head Office 
CAM 
Head Off ice 

Head Off ice 

Head Office 
Head Office 
IS Applications 
CAM 
CAM 
Head Off ice 
FCs 
CAM 

Headcount 

Q: Refer to the response to STF GB 3.33. Refer to the “2012 True Up” tab. Provide 
the accounting recorddgeneral ledger detail for the company on whose books 
each of the following amounts is recorded (before allocation): 

2012A - CAM 
2012A - CAM 1,773,087 
2012A - Square Footage 456,128 

2012A - CAM 1 1,769,866 
2012A - CAM 

2012A - Square Footage - EEAl 3,258,187 

Direct IS 
Direct IS 
Oracle 
CAM 

2012A - Square Footage - EWSI 

2012A - IS Applications 
2012A - CAM 

2012A - CAM 
2012A - CAM 
2012A - CAM 
2012A - FCs for Dark Fibre 
2012A - CAM 

661,692 

634 

828,593 
7,742,745 

2012A - Headcount US/CDN Split 5,169,384 
2012A - Direct IS - AUF 24,888,698 
2012A - Direct IS - AUF 3,896,148 
2012A - Oracle 8,387,586 
2012A - CAM 157,136 

68,989,884 

A: The values in the taw,& a o v e  represent the 2012 mid-year rate base related to the 
general plant assets owned by EUI that are used in providing Corporate shared 
services to the operating business units. These assets are recorded in the EUI 
books. These values are used to calculate the Return on Capital component of the 
asset usage fee which is charged to several Canadian business units. The US 
Water business units are not charged any of return on capital component of the 
asset usage fee. Attachment labeled “RUCO 12.09 201 3 Corporate 
Allocation.xlsx” provides this information for 201 3 on Excel rows 103 through 135. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Control le r 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.16 

Q: Refer to the response to RUCO 12.16 c&d.xlsx 7A Grand Totals. 

a. 

b. 

C. 

d. 

e. 

Show how much of the $5,994,971 total charges from EPCOR affiliates for 
the 12 months ending 6/30/2013 by account were charged or allocated to 
each of these EWAZ utilities: 
1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District 
Were any of the $5,994,971 total charges from EPCOR affiliates for the 12 
months ending 6/30/2013 not included in test year operating expenses for 
these EWAZ utilities: 
1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District 
If so, identify the amounts, by account, that were not included in test year 
operating expenses for each of these EWAZ utilities. 
Were any of the $5,994,971 total charges from EPCOR affiliates for the 12 
months ending 6/30/2013 included in test year operating expenses for these 
EWAZ utilities: 
1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District 
If so, identify the amounts, by account, that were included in the test year 
operating expenses that EWAZ is requesting for each of these EWAZ 
utilities. 
Why are the $5,576,779 charges in account 6204 for the test year ending 
6/30/2013 so much higher than: 
1. the $4,391,611 for 2012? 
2. the $4,742,219 for 2013? 
3. the $4,261,936 for the 12 months ending June 30, 2014? 
Provide a breakout by month of the EPCOR affiliated charges in EWAZ 
account 6204 for each month in 201 2,201 3 and 201 4 to date. 
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f. 

g. 

h. 

A: a. 

b. 

C. 

d. 

Were any unusual or nonrecurring EPCOR affiliated charges to EWAZ 
recorded by EWAZ in account 6204 during the test year ending June 30, 
2013? 
1. If so, please identify, quantify and explain the unusual and/or 

nonrecurring EPCOR affiliate charges to EWAZ recorded by EWAZ 
in account 6204 during this period. 

Why are the $1 95,462 EPCOR affiliate charges to EWAZ in account 5628 
so much higher than: 
1. the $75,371 for 201 2? 
2. the $1 89,710 for 201 3? 
3. the $105,110 for the 12 months ending June 30,2014? 
Were any unusual or nonrecurring EPCOR affiliated charges to EWAZ 
recorded by EWAZ in account 5628 during the test year ending June 30, 
201 3? 
1. If so, please identify, quantify and explain the unusual and/or 

nonrecurring EPCOR affiliate charges to EWAZ recorded by EWAZ 
in account 5628 during this period. 

Please refer to RUCO 17.16 Supporting information.xlsx, tab REVISED 7A 
GRAND TOTALS as the total charges from EPCOR affiliates for the 12 
months ending June 30, 201 3 has been revised to include reversing journal 
entries that had been left out of the account details provided of accounts 
5628, 6203 and 6204 in error. The revised total charges from EPCOR 
affiliates for the 12 months ending 6/30/2013 is $5,327,092.35. Charges 
from vendors, including affiliates, are not allocated at the vendor level. The 
charges are allocated at the account level. Please refer to accounts 1510, 
5250,5262, 5620, 5628, 5652,6203 and 6204 in schedule June 2013 
Rolling 12 Months by BU for allocation of the total charges to the utility 
districts in those accounts charged by EPCOR affiliates. 
No, all of the charges from the EPCOR Affiliates mentioned above were 
allocated to the EWAZ utility districts. 
Please refer to response a. above and supplemental data for revised 
account balances, which changes the total charges from EPCOR affiliates 
for the test year June 30, 201 3 from $5,994,971 to $5,327,092.35. This 
revised balance is included in the test year operating expenses. Please 
also refer to response a. regarding allocation of the amounts. 
Account 6204 consists of corporate costs allocated down from EUI that 
include costs related to Board/Exec, Corporate Finance, Corporate HR, 
Information Systems support, Supply Chain support, Legal support, and 
Risk. Due to the additional information that was provided in response a. 
above, the costs have been revised as follows: 
Test year ending 6/30/2013 - $4,829,707.02 
Calendar year 2012 - $4,439,610.81 
Calendar year 201 3 - $4,408,750.29 
12 months ending 6/30/2014 - $4,261,936.41 
These costs for the test year are higher than calendar year 2012 due to less 
than one year of charges being charged in 2012. The charges have 
subsequently decreased over the following periods due to EPCOR 
corporate efficiencies being allocated down to EWAZ. 
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e. 

f. 
g. 

See “1 7.16 Supporting information.xlsx”, tab Account 6204 Monthly 
Charges for detail of affiliate charges to account 6204. 
No, there were no unusual or nonrecurring EPCOR affiliate charges. 
As stated in response a., the costs for account 5628 have been revised as 
follows: 
Test year ending 6/30/2013 - $21 4,849.03 
Calendar year 201 2 - $1 28,830.61 
Calendar year 201 3 - $1 21,989.43 
12 months ending 6/30/2014 - $125,272.65 
Charges for the calendar year 2012 were less than the test year due to not 
requiring IT services provided by EPCOR affiliates until later in 2012. For 
both the calendar year 201 3 and 12 months ending 6/30/14, both periods 
had a credit for a duplicate payment for licensing costs. The accrual for the 
credit of approximately $41,802.72 was recorded in December 201 3 with 
the actual credit going through accounts payable in January 2014. In 
addition, during the latter half of the test year, EWAZ was allocated 
44,102.91 in charges for an IT infrastructure project to operate the system 
on an ongoing basis. 
No, there were no unusual or nonrecurring EPCOR affiliate charges. h. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: 

Greg Barber / Sheryl L. Hubbard 
Controller / Director, Regulatory & Rates 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.2 Page 1 of 2 

Q: Refer to the response to RUCO 17.1 6d. 

a. Identify, quantify and explain the "EPCOR corporate efficiencies" that are 
"being allocated down to EWAZ." 

b. How much of the "EPCOR corporate efficiencies" that are "being allocated 
down to EWAZ are reflected in the $4,261,936 amount for the 12 months 
ending 6/30/2014 that are not reflected in the $4,829,707 amount for the test 
year ending 6/30/2013? Quantify and explain. 

c. Does EWAZ have any evidence or documentation that the amount recorded in 
account 6204 for the test year ending 6/30/2013 is normal and representative 
of ongoing operations? 

d. If your response to part c is "yes" please identify and provide the 
documentation. 

A. a. The efficiencies referred to in RUCO 17.16d. relate to the corporate parent's 
allocated costs for support in specific areas. The 12 month period ending 
6/30/2013 included costs from the last half of the year 201 2 which was the year 
of acquisition and transition. During this time, support in finance, HR, supply 
chain, and other various areas was received and charged through to EWAZ. 
The 12 month period ending 6/30/2014, including estimated expenses for the 
months in 2014, include less support from the corporate parent as EWAZ has 
completed the transition phase following the acquisition and relies on less 
support from the corporate parent. The Company's request in this proceeding 
is based on the actual costs for the 12 month period ended December 31,201 3 
of $4,648,603 before removal of P&GA costs of $422,296 allocated from the 
corporate parent and further adjusted for expected labor cost increases totals 
$4,394,653 and is shown on each district's Schedule C-2 p. 23; Adj SM-18 
which is then allocated to the districts using the 4-factor allocation 
methodology. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.2 Page 2 of 2 

b. The amount of the efficiencies and related areas of support are below. 

12 months ending 613012013 4,829,707 
12 months ending 613012014 4,261,936 
Change (567,771) 

Board and Executive 
Finance 
Human Resources 
Information Services 
Supply Chain Management 
Legal and External Relations 
Strategic Planning & Development 
At-risk Compensation 

(45,635) 
(1 04,058) 
(23,290) 
(85,684) 

(125,776) 
(63,990) 
(95,231) 
(24,107) 

(567,771) 

c. The $4,394,653 total Corporate Allocation requested by the Company in this 
proceeding (before allocation to the districts) has been normalized for known 
and measureable changes from the unadjusted test year amount of $4,829,707 
recorded in account 6204. I would also note that the $4,261,936 for the twelve 
months ending 6/30/14 is comprised of 6 months of estimated expenses and 
will be adjusted at the end of the year to reflect actual expenses. 

d. See response to c. above. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.3 Page 1 of 2 

Q: Refer to the response to RUCO 17.16g. 

a. 

b. 

C. 

d. 

e. 

f 

g. 
h. 

I. 

When did EPCOR affiliates begin providing the IT services? Please identify the 
month in which such services, and the related charges commenced. 
In what month(s) was (were) the duplicate payments for licensing costs 
recorded and how much was recorded in each month? 
How much of the $41,803 was recorded during the test year ending 6/30/2013? 
Provide the journal entry and the journal entry support for the $41,803 to record 
the credit to remove the duplicate payment for licensing costs. 
Provide a copy of the invoices that resulted in the duplicate payment for 
I ice ns i ng costs . 
Provide the journal entry and the journal entry support for the $44,103 in 
charges for an IT infrastructure project. 
Which entity allocated the $44,103 to EWAZ? 
Does EWAZ have any evidence or documentation that the amount recorded in 
account 5828 for the test year ending 6/30/2013 is normal and representative 
of ongoing operations? 
If your response to part i is "yes" please identify and provide the 
documentation. 

A. See the answers for above, below: 

a. EPCOR affiliates began providing IT services in February 201 2, however the 
first billing for such services did not occur until August 201 2. 

b. The first payment was recorded in February 201 3 for $41,803. This was based 
on a flat charge from the EPCOR affiliate - please refer to invoice 7A-015 that 
was provided as an attachment labeled "7A-015.pdf" to the response to data 
request number RUCO 17.1 5. The second payment was recorded in March 
201 3 for $46,189, which is an invoice from the vendor versus the EPCOR 
affiliate - please refer to the attachment to this response labeled "RUCO 18.3e 
licensing.pdf" for a copy of the invoice. This payment was recorded as a 
prepaid expense and it began amortizing in March 2013 for $3,849.09 per 
month. This amortization continued through February 201 4. 

c. The full $41,803 charge from the EPCOR affiliate was recorded during the test 
year ending June 30,2013, but the annualized expense should be $46,189 
which was only partially amortized to expense during the test year. The 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Con tro I le r 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.3 Page 2 of 2 

amount that this expense should be reduced by is $1 1,010.36 (($41,803 + 
15,396.36) - $46,189) which is the total charged to expense for this service less 
the annualized expense amount. 

d. As stated in RUCO 17.16g, a journal entry was posted in December 2013 to 
accrue for the credit to be received to remove the duplicate payment. See 
attachment labeled “RUCO 18.3d journal entry.pdf” for a copy of the journal 
entry posted to accrue for the reversal of the charge for the invoice. This entry 
subsequently reversed in January 2014 and the credit from the EPCOR affiliate 
was received and entered in January 2014. This credit has already been 
provided as part of response to data request labeled “RUCO 17.1 5 
Invoices.doc”. Please refer to invoice labeled “7A-098.pdf”. 

e. As stated in b. above, the invoice from the EPCOR affiliate was provided as 
part of response to data request number RUCO 17.1 5 - see attachment to that 
response labeled “7A-015.pdf”. See attachment labeled “RUCO 18.3e 
licensing.pdf” for a copy of the invoice from the vendor. 

f. The IT infrastructure project in question is actually related to the duplicate 
licensing costs discussed in parts a-e above in that it was part of several 
charges by the affiliate on this invoice. As discussed above, this duplicate 
charge for the licensing was subsequently reversed. See attachment to 
response to data request number RUCO 17.1 5 labeled “7A-015.pdf” for the full 
amount of charges. 

g. EPCOR Utilities Inc. allocated the cost to EWAZ. 
h. Question h. above refers to account 5828, whereas both data requests number 

RUCO 17.16g. and this request, RUCO 18.3c., refer to account 5628. Based 
on that, the response to RUCO 18.3h. will refer to account 5628. Yes, EWAZ 
has evidence or documentation that the amount recorded in account 5628 for 
the test year ending 6/30/2013 is normal and representative of ongoing 
operations. 

i. All invoices from EPCOR affiliates have been provided as part of the response 
to data request number RUCO 17.1 5. These invoices provide details of all 
charges, without which the business could not operate. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Add ress : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv ResDonse Number: RUCO 18.9 Paae 1 of 2 

Q: Refer to the response to RUCO 17.32. 

a. Explain what the "7A Allocation" is. 
b. Why is the "7A Allocation" only applied to Sun City Water? 
c. Are (1) the BU 7A, AZ Corporate TO BE ALLOCATED, amounts, in addition to 

(2) the BU 6U EPCOR USA amounts TO BE ALLOCATED? Explain. 
d. Is the account 5682 Board Compensation in BU 7A, AZ Corporate of $24,000 

charged or allocated to any of the other districts besides Sun City Water? 
1. If not, explain fully why not. 
2. If so, explain how this is allocated and show how much is charged to the 

other four districts. 
e. Is the $27,000 final BU 6U Board Compensation to be allocated for additional 

board compensation that is in addition to the BU 7A, AZ Corporate board 
compensation? Explain . 

f. Explain the membership of the boards for each of these and the basis for the 
board compensation amounts: 

1. BU 7A, AZ Corporate 
2. BU 6U, EPCOR USA. 

A. 

a. The 7A Allocation is the allocation of the EPCOR Water Arizona costs 
(business unit 7A) to the districts. 

b. 7A costs are allocated to all districts not just Sun City Water, the 7A allocation 
columns for the other districts are just hidden in the attachment to RUCO 
17.32. RUCO 17.32 referred to EPCOR Water USA (6A) costs, therefore I 
attempted to simplify the spreadsheet by displaying only the EPCOR Water 
USA (6U) related costs and hiding the columns relating to the EPCOR Water 
Arizona (7A) allocation. The 7A allocation for Mohave Water is on column BB, 
Mohave Wastewater is on column BG, Paradise Valley is on column BL and 
Tubac Water is column BQ. Simply unhide these columns and the 7A 
allocation by district will be shown. The final column for each district is the total 
cost for the individual district which consists of the direct district's costs as well 
as the district's allocation for both EPCOR Water USA (6U) and EPCOR Water 
Arizona (7A) on an unadjusted test year basis. 



Arracnment K L ~ - 4  

Page 42 of 76 
WS-01303A- 14-0010 

COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv ResDonse Number: RUCO 18.9 Paae 2 of 2 

c. Yes. These are two separate allocations. Costs in EPCOR Water USA (6U) 
and EPCOR Water Arizona (7A) are both allocated using the 4 factor and this 
allocation is shown on the spreadsheet labeled “June 201 3 Rolling 12 Months 
by BU.xslx” which was provided as part the Company’s original work papers 
submittal (and serves as the basis for the attachment labeled “RUCO 17.32 6U 
Advertising, Promotion,& Donation.xlsx” to which this questions refers). 

d. Yes, the board costs are allocated to all districts. 
1. Not applicable. 
2. Please see response to part b. above. The 7A cost allocation columns were 

hidden in the attachment RUCO 17.32, please unhide these columns to see 
the actual allocation. The table below summarizes the amounts shown in 
the hidden columns that were the district allocated amounts of the $24,000 
in account 5682 Board Compensation in BU 7A. 

4 Factor 0.11607 0.07896 0.01336 0.07153 0.00792 

BU 7A AZ Corporate 
Account Description TO BE ALLOCATED Sun City Water Mohave Water Mohave Wastewater Paradise Valley Tubac 

5682 Compensation $ 24,000.00 $ 2,785.58 $ 1,895.13 $ 320.54 $ 1,716.72 $ 190.13 

e. Yes. Account 5682 Board Compensation costs for EPCOR Water USA (6U) of 
$27,000 and for EPCOR Water Arizona (7A) of $24,000 are both allocated to 
all the districts. 

f. 

1. The current board for EPCOR Water Arizona is comprised of Joe Gysel with 
$0 compensation for serving on the board. 

2. The current board for EPCOR Water USA is comprised of David Stephens 
($0 compensation), Glenn Williamson, Lee Malloy, John Keegan, and Don 
Munson. The board compensation is $13,000 per quarter and a per 
meeting fee of $6,500 currently at 2 meetings per year. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Add ress : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 15.01 

Q: Corporate Allocations - These are follow-up questions to RUCO's twelfth set of 
data request in which RUCO asked the following: 

12.05 - Identify each affiliate that charged cost to EPCOR Water Arizona Inc., in 
each period, and identify the amount of charges by account: 

a. Calendar 201 3 
b. Calendar 201 2 
c. The year ended June 30,2013 
d. The 12 months ending June 30,2014. 

The Company responded for items c and d as follows: 

c. EPCOR Utilities Inc. does not produce financial information for the 12 months ended 
June 30,2013. 

d. EPCOR Utilities Inc. does not produce financial information for the 12 months ended 
June 30,2014. 

12.09 - Refer to the response to STF GB 3.33. Refer to the "2012 True Up" tab. 

a. Is there an Excel file with a 2013 True Up? 

1. If not, explain fully why not. 
2. If so, please identify and provide it. 

b. Where is the "Head Office"? 
c. What is the total cost of the "Head Office"? Please provide this 

for each of the following periods: 

1. Calendar 201 3 
2. Calendar 2012 
3. The year ended June 30,2013 
4. The 12 months ending June 30,201 4. 

d. What is the basis for the "Head Office" allocation? Please 
provide this for each of the following periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 
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e. For each headcount based allocation, identify the number of 
positions at each location that are used in the allocation, and 
provide calculations of each headcount allocator. Please provide 
this for each of the following periods: 

1. Calendar 201 3 
2. Calendar 2012 
3. The year ended June 30,2013 

4. The 12 months ending June 30,2014. 

f. What are the store locations? 

g. For each store locations’ allocation, please identify the location 
of and basis for the store locations allocation. Please provide 
this for each of the following periods: 

5. Calendar 201 3 
6. Calendar 201 2 
7. The year ended June 30,2013 
8. The 12 months ending June 30,2014. 

Please list all costs that are in the CDN Vehicles cost item, 
including listing the cost for each vehicle. Please provide this for 
each of the following periods: 

h. 

9. Calendar 201 3 
10. Calendar 201 2 
11. The year ended June 30,2013 
12. The 12 months ending June 30,2014. 

i. For each vehicle listed in the response to the previous item, 
identify to whom the vehicle is assigned and its business 
purpose. 
There are several items with “CDN.” What does TDN” mean? 
For each CDN item, identify the location. 
Show in detail how the US/CDN Split is determined for each cost 
that is allocated on a USlCDN split. Include supporting 
calculations. 

j. 
k. 
I. 

The Company responded to items c, e, g, and h as follows: 

c. EPCOR has defined “the total cost of the “Head Office”” as the total 
corporate cost pool that is allocated to the various operating business 
units. Table RUCO 12.09-1 below provides the total corporate cost pool 
for the years ended 2012 and 2013. EPCOR does not produce corporate 
cost allocations on a year ended June 30fh basis. The corporate costs 
included in the application are for the twelve months ended December 
2013. 

e. Attachment labeled “RUCO 12.09 2013 Corporate Allocation.xlsx”, Tabs 
“Base Amounts” and “Allocator %ages” provides the absolute values 
and the resulting percentages used in the allocation of costs for the year 
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ended 2013. As a result of the 2013 Corporate Reorganization there are 
two periods referenced, Jan-Feb and Mar-Dec. The base amounts and 
allocator percentages for 201 2 are included in the spreadsheet response 
to STF GB 3.33. EPCOR does not produce corporate cost allocations on 
a year ended June 30fh basis. 

g. The allocator referred to as CDN stores location relates to the corporate 
service group that provided management oversight, process control and 
standardization advice over managing inventory levels. This group was 
in place for the year ended 2012 and January and February, 2013 after 
which the responsibility was reorganized to the business units. 

h. The “base amounts” and “allocator %ages” tabs of attachment labeled 
“RUCO 12.09 (2013) Corporate Allocation.xlsx” and STF GB 3.33 (2012) 
provide the absolute values and resulting allocation percentages. The 
total costs related to this corporate function were $0.45 million and $0.02 
million for 2012 and 2013 respectively. No US Water business unit was 
allocated any costs related to this corporate function in either year. 
EPCOR does not produce corporate cost allocations on a year ended 
June 30th basis. 

12.15 Refer to the response to STF GB 3.33. Refer to the “At Risk & Rent” tab. 

a. To the extent not already provided, provide a complete copy of 
the Source for MTlP and LTlP plans, and show in detail how the 
MTIP and LTlP award amounts were developed. 

b. Identify the location of the employees to which each of the 
following amounts relate: 
snp 7,002,766 
MTlP 4,645,488 

11,648,254 

Total as Per CAM 14,802,569 
c. Why is the total amount Per CAM higher than the $1 1,648,254? 

Explain fully. 
d. What caused the $3,154,315 difference? 
e. How was the $14,802,569 Total Per CAM amount derived? 

Show details. 
f. Is the $1 1,648,254 an actual amount for 2012? If not explain 

what this is. 
g. Is the 14,802,569 Total Per CAM amount a budgeted amount for 

2012? If not, explain what this is. 
h. Provide comparative total MTlP amounts for each of the following 

periods: 

1. Calendar 201 3 
2. Calendar 2012 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 
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A B 

i. Provide comparative total LTlP amounts for each of the following 
periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

Identify the amount of MTlP expense, by account that the 
Company is requesting for each district in the current rate case: 

1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District. 

k. Identify the amount of LTlP expense, by account that the 
Company is requesting for each district in the current rate case: 

1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District. 

j. 

1 STlP 
2 MTlP 
3 Total 

The Company responded to item h as follows: 

H. Table RUCO 12.15-3 below provides the STlP and MTlP for 2012 and 2013. 
There are no LTlP costs in 2012 or 2013. 

7.00 4.15 
4.65 2.72 
I I .65 6.87 

Thank you for the information you provided, however it is not fully 
responsive to RUCO’s data request. RUCO needs this information in order to 
prepare its testimony. 

15.01 For data request response 12.05 (c) and (d), and data request response 
12.09 (c), (e), (g), and (h) please supplement your responses with 
accounting datahnformation or estimates for the June 30th information 
requested. If the company does not maintain information for the 12 month 
periods ending June 30, provide the requested information for the six month 
periods ended June 30,2013 and June 30,2014. 
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If the company does not maintain information for the six month periods 
ending June 30, provide the information monthly for each month of 201 3 
and 2014 to-date. 

For data request response 12.1 5 (h) please supplement your responses 
with accounting data/information or estimates for the June 30th information 
requested. If the company does not maintain information for the 12 month 
periods ending June 30, provide the requested information for the six month 
periods ended June 30,201 3 and June 30,201 4. 

If the company does not maintain information for the six month periods 
ending June 30, provide the information monthly for each month of 2013 
and 2014 to-date. 

A: RUCO’s follow-up questions to the Company’s responses to RUCO 12.05 subparts 
c. and d., RUCO 12.09 subparts c., e., g., and h., and RUCO 12.1 5 subpart h. all 
seek information and cost allocators related to the twelve month periods ending 
June 30, 201 3 and June 30, 201 4. Corporate allocations from EPCOR Utilities Inc. 
are estimated at the beginning of each calendar year for the upcoming 12 month 
period. The estimates are reviewed throughout the year, typically after the 2nd and 
3rd quarter to ascertain whether adjustments should be made to the monthly 
billings to the affected entities which includes EPCOR Water Arizona. In 2012, 
certain assumptions were made regarding the completion of the transaction to 
acquire Arizona-American Water (now known as EPCOR Water Arizona) and 
adjustments to the Corporate Allocation had to be made to reflect the actual 
experience (purchase completed February 1, 2012). The test year in this rate case 
proceeding ends June 30, 2013 which includes the adjustments in the 3rd and 4‘h 
quarters of 2012 pertaining to the purchase of EPCOR Water Arizona in 201 2. As 
a result of these non-recurring type adjustments and the manner in which annual 
corporate costs are charged to EPCOR Water Arizona, it was determined that the 
201 3 actual corporate allocation with all true ups would provide the most “normal” 
expense levels which are also known and measurable to include in the test year 
expenses for rate making purposes. 

In further response to RUCO 12.05 subpart c., if a 12-month level of expenses for 
a June 30, 2013 period is provided which is contrary to the Company’s request in 
this case to use 2013 actual expenses, the Company would suggest taking 2012’s 
Corporate Allocation to EPCOR Water Arizona of $4,655,954 ($4,621,035-$CAD) 
summarized on the attachment to RUCO 12.05 labeled “RUCO 12.05 (CCWC-STF 
GB 3.33).xlsx” divided by 11 months to calculate the monthly expense applicable 
to the six months of July 2012 to December 2012 ($4,655,954 + 11 = $423,269) or 
$2,539,611 for the six months in 2012. To the $2,539,611 for the six months in 
201 2, the Company would suggest adding six months of the 201 3 Corporate 
Allocation to EPCOR Water Arizona by taking the $4,648,403 ($4,794,049-$CAD) 
summarized on the attachment labeled “RUCO 12.09 201 3 Corporate 
Allocation.xlsx” divided by 12 months to calculate the monthly expense for 201 3 
($4,648,403 + 12 = $387,367) or $2,324,202, for the January 1, 2013 to June 30, 
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Driver Transmission Distribution Tech EEAl 

Headcount 125 690 289 275 

Headcount YO 5.0% 27.6% 11.6% 11.0% 

201 3 six month period in 201 3 for a total Corporate Allocation for the 12 months 
ended June 30,201 3 of $4,863,813. 
Likewise, in further response to RUCO 12.05 subpart d., for the 12 months ended 
June 30, 2014, the Company would suggest adding together the $2,324,202 for 
the last six months in 2013 to the amount expensed through June 30,2014 to 
Accounts 6203 and 6204 (excluding the true-up entries associated with 201 3) of 
$2,452,047 (see attachment “RUCO 15.01 Accts 6203 81 6204 Allocation June 
2014.xlsx”) for a total of $4,776,249, however, noting that the charges comprising 
the recorded 201 4 Corporate Allocation are based on estimates as the year has 
not been completed and the true-up calculations have not yet been performed for 
201 4. 

New 
EWSl GoldBar Chaparral Arizona Mexico Heartland 

725 142 13 212 26 

29.0% 5.7% 0.5% 8.5% 1.0% 0.0% 

In further response to RUCO 12.09 subpart c., the additional responses to RUCO 
12.05 subparts c. and d. above reflect the total costs of the Head Office as defined 
by the response to RUCO 12.09 c. Regarding RUCO 12.09 subpart e., the 
headcount allocators for 201 4 are shown below. The headcount factors for 201 2 
and 201 3 were previously provided along with the Corporate Allocation details for 
2012 and 2013 in RUCO 12.05 and RUCO 12.09. 

In RUCO 12.09 21. and h., RUCO is requesting supporting information for 
allocation bases (Stores locations and CDN Vehicles) that are not used to assign 
any corporate costs to Arizona operations. The effort required to respond to this 
request is unduly burdensome on our Canadian counterparts and since there are 
no costs allocated to Arizona using these allocation bases they have not been 
included in the Company’s request in this rate application. The number of stores 
locations and vehicles by affiliate has been provided in RUCO 12.05 and RUCO 
12.09 for 201 2 and 201 3, respectively. 

In further response to RUCO 12.15 subpart h. pertaining to STIP and MTlP 
amounts, the Company has provided the information requested for calendar years 
2012 and 2013. MTlP amounts are recorded based on an annual amount such 
that if support for the 12-month level of expenses for a June 30, 2013 test year, the 
amount can be determined by taking 50% of the 201 2 expense amount and 50% 
of the 2013 expense amount. For 2012,2013 and an estimate for the year ending 
June 30, 201 3 for the portion of the At Risk Compensation allocated to Arizona are 
as follows: 

Year Ended 
201 2 201 3 6/30/13 

STI P $421,198 $369,830 $395,514 
MTI P 279,414 246,553 262,983 

Total $ 700,612 $61 6,383 $658,497 
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Account 
5217 

COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

7B 7 M  7 N  7P 7T 

FINAL FINAL FINAL FINAL FINAL Total for 
Suncity Mohave Mohave Paradise Tubac Five 

Description Water Water Wastewater Valley Water Water Districts 
STIP Expense $ 197,573 $ 137,693 $ 21,891 $ 122,874 $ 12,984 $ 493,015 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.31 Paae 1 of 2 

Q: Refer to the response to RUCO 15.01 which provided the following information 
concerning At Risk Compensation allocated to Arizona for the test year ending 
June 30,2013: 

b. Where is the MTlP amount for the year ended 6/30/13 shown on the Excel file, 
[RUCO 12.16.e.June 2013 Rolling 12 Months by BU.xlsx]? 

A. a. Please see Company response to RUCO DR 17.30. The STIP expense 
included in Account 521 7 above is a combination of allocated portions of the 
incentive compensation recorded by both EPCOR Water USA (6U) and 
EPCOR Water Arizona (7A) and the direct charged incentive compensation for 
employees in the respective districts for the twelve month period ended June 
30, 2013 (unadjusted) and includes both STlP and MTlP accruaIs/payouts. 
These costs are included in the Labor Expense on the Company's Schedule C- 
2 (Test Year Book Results) for each district and are supported in greater detail 
in the workpaper labeled "Test Year Adjustments 12-1 9.xlsx" provided with the 
initial case workpapers. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.31 Page 2 of 2 

b. Please see a. above. The MTIP for EPCOR Water USA and EPCOR Water 
Arizona is included in account 521 7 along with the STIP expense. The 
allocable STIP/MTIP expenses associated with EPCOR Water USA (6U) total 
$468,794 and with EPCOR Water Arizona total $1 ,I 70,234. MTIP is only 
included at the EPCOR Water USA (6U) in the amount of $268,650 for the 
unadjusted test year amount which included the full 2012 payout which had not 
been accrued throughout 2012 as would typically occur. 

While preparing this response, it was determined that the pro forma adjustment 
for incentive compensation reflected the STIP expenses only, so an additional 
expense of $1 79,100 will be included in the Company’s rebuttal filing for the 
associated MTIP expense to be allocated to the districts as follows: 

Adiusted Test Year Amount 

Sun City Water $20,787 

Mohave Water 14,142 

Paradise Valley Water 12,811 

Tubac Water 1,419 

Mohave Wastewater 2,392 
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Account 
5217 

COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

7l3 7h4 7 N  7P 7T 

FINAL FINAL FINAL FINAL FINAL Total for 
Sun City Mohave Mohave Paradise Tubac Five 

Districts Description Water Water Wastewater Valley Water Water 
STIP Expense $ 197,573 $ 137,693 $ 21,891 $ 122,874 $ 12,984 $ 493,015 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.31 ( Ist  Supplement) 

Q: Refer to the response to RUCO 15.01 which provided the following information 
concerning At Risk Compensation allocated to Arizona for the test year ending 
June 30,2013: 

Year Ended 
2012 2013 6130113 

STIP $42 1,198 $369,830 $395,514 
MTIP $279,414 $246,553 $262,9 83 
Total $700,6 12 $61 6,383 $658,497 

a. Please reconcile the STlP amounts (1) from the response to RUCO 15.01 listed 
above with (2) the STlP expense, account 521 7, from the response to RUCO 
12.16e, the Excel file [RUCO 12.16.e.June 2013 Rolling 12 Months by BU.xlsx], 
tab "SUMMARY", as summarized below: 

Identify, quantify and explain each reconciling item 

b. Where is the MTlP amount for the year ended 6/30/13 shown on the Excel file, 
[RUCO 12.1 6.e.June 201 3 Rolling 12 Months by BU.xlsx]? 

A. a. Attached is a spreadsheet labeled "RUCO 17.31 1" Supp-STIP & MTlP in Adj 
TY.xlsx" that provides the reconciliation of the incentive compensation recorded 
for the 12 months ended June 30,2013 (Unadjusted Test Year) and the 
amount of incentive compensation requested in the Company's rate application 
(Adjusted Test Year section) which includes the pro forma adjustments labeled 
SM-4 on each district's Schedule C-2. The difference between the Unadjusted 
Test Year values and the Adjusted Test Year values is reflected in Adj SM-4 
which is the pro forma adjustment to annualize labor expense. Please note 
that the incentive compensation is included in 2 expense line items: 1) Labor 
Expense for the district and its allocated portion of EPCOR Water USA (6U) 
and EPCOR Water Arizona (7A) and 2) Corporate Allocation for the incentive 
compensation associated with EPCOR Utilities Inc. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.32 Page 1 of 2 

Q: Advertising, promotion and donations. What amounts of EPCOR USA costs for 
each of the EPCOR USA expense accounts listed below 

a. Account 5217, STIP Expense 
b. Account 5233, Salary Transfer - Burdens 
c. Account 5235, Payroll Taxes 
d. Account 5261, Materials, Supplies 
e. Account 5330, Depreciation 
f. Account 5332, Amortization 
g. Account 5606, Licenses 
h. Account 5631, Vehicle Allowance 
i. Account 5632, Benefits 
j. Account 5633, Vehicle Fuel 
k. Account 5634, Business Allowance 
I. 
m. Account 5641, Subscriptions 
n. Account 5642, Recognition 
0. Account 5646, Regulatory Expenditures 
p. Account 5650, Airfare 
q. Account 5651 , Accommodation, Other Travel 
r. Account 5652, MeaWEntertainment 
s. Account 5660, Training - Fees/Tuition 
t. Account 5670, Advertising 
u. Account 5671, Promotion 
v. Account 5672, Donations 
w. Account 5678, Audit Fees 
x. Account 5681, Legal Fees 
y. Account 5682, Board Compensation 
z. Account 5697, Miscellaneous 
aa. Account 5810, Rent and Storage 

Account 5640, Memberships Dues & Professional 

(1) are charged to EWAZ for the test year and (2), are included in the Company's 
requested test year operating expenses for each of these utilities: 

1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.32 Page 2 of 2 

A. The information you requested can be found in June 2013 Rolling 12 Months by 
BU.xlsx, tab 12 Mo June 2013 Fully Allocated which was previously provided as 
part of the Company’s work papers. However, in efforts to streamline the review 
process, the Company has condensed that file to display the EPCOR USA (BU 
6U) charges for the test year for the accounts listed above as well as the amounts 
allocated to each district. Please see attachment labeled RUCO 17.32 6U 
Advertising, Promotion & Donation.xlsx for this condensed version. 
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District 
Sun City Water 
Mohave Water 

COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Advertising 
8,874.68 
6.535.74 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Paradise Val ley Water 
Tubac Water 

Total 5 Districts 

Address: 

5,992.35 
2,682.83 

24,949.98 

2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.6 Page 1 of 2 

Q: Refer to the response to RUCO 17.32. 

a. Refer to the following table compiled from the RUCO 17.32 Excel attachment, 
and confirm that these amounts accurately represent all of the affiliate 
Advertising Expense that has been requested in the test year: 

I Account: I 5670 I 

I Mohave Wastewater I 864.38 I 

A. 

a. The district amounts listed above display the Account 5670 Advertising 
Expense included in the General Office Expense line on the Company’s 
Schedule C-2 (Test Year Book Results) requested by the Company including 
the allocation of EPCOR Water USA (6U) and EPCOR Water Arizona (7A) 
charges. Adjustment SM-42 for each district is a pro forma adjustment 
proposed by the Company that removes some of the charges to Account 5670 
and Account 5671. The amounts removed by account are reflected in the 
attachment labeled “RUCO 18.6 Advertising, RUCO 18.7 Promotion, & RUCO 
18.8 Misc Exp.xlsx”. 

b. The $2,443.99 is the total amount of EPCOR Water USA (6U) (not EWAZ) 
which is allocated to the districts. The Total 5 Districts amount of $24,979 in 
the table provided above exceeds the Total EWAZ amount shown in the table 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.6 Paae 2 of 2 

above because the Total 5 Districts amount includes an allocated portion of the 
EPCOR Water USA (6U) expenses, an allocated portion of EPCOR Water 
Arizona (7A) expenses, plus expenses charged to the individual districts 
directly. Please note that the amount shown in the table above and labeled 
“Total EWAZ’ should be labeled “Total EWUS” as the value is the total expense 
recorded on the books of EPCOR Water USA (6U). 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComPanv ResPonse Number: RUCO 18.7 Paae 1 of 2 

Q: Refer to the response to RUCO 17.32. 

a. Refer to the following table compiled from the RUCO 17.32 Excel attachment, 
and confirm that these amounts accurately represent all of the affiliate 
Promotion Expense that has been requested in the test year: 

Account : 

14,927.55 

1.551.40 

Total 5 Districts 

A. 

a. The district amounts listed above display the Account 5671 Promotion Expense 
included in the General Office Expense line on the Company’s Schedule C-2 
(Test Year Book Results) requested by the Company including the allocation of 
EPCOR Water USA (6U) and EPCOR Water Arizona (7A) charges. 
Adjustment SM-42 for each district is a pro forma adjustment proposed by the 
Company that removes some of the charges to Account 5670 and Account 
5671. The amounts removed by account number are reflected in the 
attachment labeled “RUCO 18.6 Advertising, RUCO 18.7 Promotion, & RUCO 
18.8 Misc Exp.xlsx”. 

b. The $1 7,702 is the total amount of EPCOR Water USA (6U) (not EWAZ), which 
is allocated to the districts. The Total 5 Districts amount of $ 41,716 in the 
table provided above exceeds the total EWAZ amount shown in the table 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Sandy Murrey 
Title: Rate Analyst 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.7 Page 2 of 2 
above because the Total 5 Districts amount includes an allocated portion of the 
EPCOR Water USA (6U) expenses, an allocated portion of EPCOR Water 
Arizona (7A) expenses, plus expenses charged to the individual districts 
directly. Please note that the amount shown in the table above and labeled 
“Total EWAZ” should be labeled “Total EWUS” as the value shown is the total 
expense recorded on the books of EPCOR Water USA (6U). 

c. The Promotional materials included some sponsorships and dues. Other 
materials consisted of informational brochures to educate customers on tips for 
water conservation, water quality and board of director fees. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory & Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 27.2 

Q: 

A: 

Refer to the response to RUCO 18.3(c). 

a. Please confirm that an error was made by the Company in its rate case filings 
and the annualized expense for EPCOR affiliate charges for IT services needs 
to be reduced by $1 1,010, as stated in the response to RUCO 18.3(c): "The 
amount that this expense should be reduced by is $1 1,010.36 (($41,803 + 
$1 5.396.36) - $46,189) which is the total charged to expense for this service 
less the annualized expense amount." 

b. Please show the amount of reduction for each utility district related to this 
correction. 

a. EPCOR confirms the need to reduce IT services by $1 1,010 in its rate case 
filings. 

b. The $1 1,010 reduction to IT services should be allocated among the EWAZ 
districts using the 4 factor. The table below illustrates the allocation. 

4 Factor 0.11607 0.07896 0.01 336 0.07153 0.007921 

BU 7AAz Mohave 
Corporate>>> Sun Clty Water Mohave Water Wastewater Paradise Valley Tubac 
5 11.010 $ 1,278 $ 869 5 147 S 788 I 87 
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COMPANY: EPCOR Water Arizona Inc. 
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Response provided by: Greg Barber 
Title: Control le r 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 17.1 1 

Q: Refer to the EPCOR Utilities Inc. consolidated financial statements for the Years 
ended December 31,2013 and 2012 that were provided in response to RUCO 
12.06. Page 52 of those financial statements states that: "In October 201 2, under 
the terms of the agreement to acquire Water Arizona and Water New Mexico, the 
Company exercised its option to file jointly with the vendor a U.S. Internal Revenue 
Service tax election to treat the acquisition as an asset purchase for income tax 
purposes. Among other things, this election permits the goodwill to be deductible 
for income tax purposes." 

Did this tax election have any impact on the Accumulated Deferred Income Tax 
(ADIT) balance of any of the Arizona utilities? If not, explain fully why not. If so, 
identify the before, and after, tax election, amounts of ADIT on the books of each 
of the Arizona utilities, including but not limited to these: 
a. Mo have Water District, 
b. Paradise Valley Water District, 
c. Sun City Water District, 
d. Tubac Water District, and 
e. Mohave Wastewater District 

A: The acquisition of Arizona American Water Inc. by EPCOR Utilities Inc. was a 
stock acquisition. The seller, American Water Works Company (AW) referred as 
the vendor above, and EPCOR Utilities Inc. agreed to make a joint election under 
IRC Sec 338(h)(10) to re-characterize the stock acquisition as an asset acquisition 
for U.S. tax purposes. This election caused the tax cost basis in acquired assets to 
equal fair market value. The net regulatory basis in assets also reflected fair 
market value so the post-acquisition net book value of assets for regulatory and 
tax purposes are essentially the same. The balance of deferred taxes at June 30, 
2013 equals the cumulative differences between net regulatory and net tax basis 
from acquisition date to June 30, 2013. 

The ADIT accounts for the previous owner were not allocated to the Arizona utility 
districts. There amounts would reside at the Arizona American Water Inc. level 
and would have been allocated down to an Arizona utility district upon the filing of 
a rate case, most likely using a similar 4-factor allocation methodology. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.1 Page 1 of 2 

Q: Refer to the response to RUCO 17.1 1. Concerning accounting for the Internal 
Revenue Code §338(h)(10) election, for each EWAZ utility: 

a. Provide the ADIT balance, by account, on each utility's books for the month end 
preceding the acquisition. 

b. If different from the response to part a, also provide the ADIT balance, by 
account, on each utility's books for the quarter and year-end preceding the 
acquisition. 

c. Provide the ADIT balance, by account, on each utility's books at the date of 
acquisition. 

d. Provide the ADIT balance, by account, on each utility's books for each month- 
end after the acquisition, through 6/30/2013. 

e. Provide the journal entries used to record ADIT and the impact of the Internal 
Revenue Code §338(h)(10) election on each utility's books per EPCOR's 
acquisition accounting. 

A: See the answers below for the above question: 

a. The ADIT accounts for the previous owner were not allocated to the Arizona 
utility districts. The ADIT balance was maintained at the Arizona American 
Water Company level and would only have been allocated down to an Arizona 
utility district upon the filing of a rate case, using a 4-factor allocation 
methodology. For the allocations of the ADIT to the individual districts in this 
rate case proceeding, the test year 4-factor allocators have been applied to 
develop the table below. The ADIT balance, by account, on each utility's books 
for January 31, 2012 is as follows: 

Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 
Mohave Wastewater 1.3356% 6,785 1,518 
Sun City Water 11.6066% 58,967 13,189 

Mohave Water 7.8964% 40,118 8,973 
Paradise Valley Water 7.1530% 36,341 8,128 

Tubac Water 0.7922% 4,025 900 

b. The ADIT accounts for the previous owner were not allocated to the Arizona 
utility districts. The ADIT balance was maintained at the Arizona American 
Water Company level and would only have been allocated down to an Arizona 
utility district upon the filing of a rate case, using a 4-factor allocation 
methodology. For the allocations of the ADIT to the individual districts in this 
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Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 18.1 Page 2 of 2 

rate case proceeding, the test year 4-factor allocators have been applied to 
develop the table below. The ADIT balance, by account, on each utility’s books 
for the quarter and year ending December 31 , 201 1 is as follows: 

Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 
Mohave Wastewater 1.3356% 6,785 13,895 
Sun City Water 11.6066% 58,967 120,750 
Tubac Water 0.7922% 4,025 8,242 
Mohave Water 
Paradise Valley Water 

7.8964% 40,118 
7.1530% 36,341 

82,151 
74,417 

c. The ADIT balances at the date of acquisition under IRC Sec 338(h)(10) are $0. 
As stated in RUCO 17.1 1 , this election provides for the tax cost basis in the 
acquired assets to equal fair market value. The net regulatory basis in assets 
also reflected fair market value at the date of acquisition; the net book value of 
assets for regulatory and tax purposes are essentially the same. 

d. See attached file labeled “RUCO 18.1-Deferred Taxes.xlsx” that provides the 
ADIT balance, by account, on each utility’s books for each month-end after the 
acquisition, through 6/30/2013. 

e. As stated in RUCO 17.1 1 and (c) above, the ADIT balances were $0 at the 
acquisition date and there are no journal entries to provide. 
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Response to Data Request No. RUCO 18.1 

7A - Deferred tax accounts 

Acct 1587 - FIT Asset 
1213 11201 1 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Paradise Valley Water 

113 112012 

M o  have Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Paradise Valley Water 

2/29/2012 

Mo have Wastewater 
Sun City Water 
Tubac Water 
M o  have Water 
Paradise Valley Water 

3/31/2012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Pa rad ise Va I ley Water 

4/30/2012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Paradise Valley Water 

508,048 
Acct 1587 - FIT Asset Factor 

1.3356% 6,785 
11.6066% 58,967 
0.7922% 4,025 
7.8964% 40,118 
7.1530% 36,341 

508,048 
Acct 1587 - FIT Asset 

1.3356% 6,785 
11.6066% 58,967 
0.7922% 4,025 
7.8964% 40,118 
7.1530% 36,341 

Factor 

Factor Acct 1587 - FIT Asset 
1.3356% 

11.6066% 
0.7922% 
7.8964% 
7.1530% 

Factor Acct 1587 - FIT Asset 
1.3356% 

11.6066% 
0.7922% 
7.8964% 
7.1530% 

Factor Acct 1587 - FIT Asset 
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Acct 2902 - FIT Liability 
1,040,359 

Acct 2902 - FIT Liabilitv 
13,895 

120,750 
8,242 

82,151 
74,417 

113,631 
Acct 2902 - FIT Lia bilitv 

1,518 
13,189 

900 
8,973 
8,128 

Acct 2902 - FIT Lia bilitv 

(72,660) 
Acct 2902 - FIT Liability 

(970) 
(8,433) 

(576) 
(5,738) 
(5,197) 

(72,660) 
Acct 2902 - FIT Liabilitv 

1.3356% 
11.6066% 
0.7922% 
7.8964% 
7.1530% 

RUCO 18.1-Deferred Taxes.xlsx 
Page 1 of 4 
12/5/14 
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Response t o  Data Request No. RUCO 18.1 

5/31/2012 

M o  have Wastewater 
Sun City Water 
Tubac Water 
Mohave Water 
Paradise Valley Water 

6/30/2012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
M o  have Water 
Paradise Valley Water 

7/31/2012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Pa rad ise Va I ley Water 

813 112012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
M o  have Water 
Paradise Valley Water 

9/30/2012 

M o  have Wastewater 
Sun City Water 
Tubac Water 
M o have Water 
Paradise Valley Water 

(27,744) 
Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

1.3356% (371) 
11.6066% (3,220) 
0.7922% (220) 
7.8964% (2,191) 
7.1530% (1,985) 

(27,744) 
Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

1.3356% (371) 
11.6066% (3,220) 
0.7922% (220) 
7.8964% (2,191) 
7.1530% (1,985) 

(27,744) 
Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

1.3356% 
11.6066% 
0.7 9 2 2 % 
7.8964% 
7.1530% 

(27,744) 
Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

1.3356% 
11.6066% 
0.7922% 
7.8964% 
7.1530% 

(27,744) 
Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

1.3356% (371) 
11.6066% (3,220) 
0.7922% (220) 
7.8964% (2,191) 
7.1530% (1,985) 

RUCO 18.1-Deferred Taxes.xlsx 
Page 2 of  4 
12/5/14 
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Response to Data Request No. RUCO 18.1 

10/31/2012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo h ave Water 
Paradise Valley Water 

11/30/2012 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Pa rad ise Va I ley Water 

12/31/2012 

M o  have Wastewater 
Sun City Water 
Tubac Water 
M o  have Water 
Paradise Valley Water 

1/31/2013 

Mohave Wastewater 
Sun City Water 
Tubac Water 
M o have Water 
Paradise Valley Water 

2/28/2013 

M o  h ave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Paradise Valley Water 

Factor Acct 1587 - FIT Asset 
1.3356% 

11.6066% 
0.7922% 
7.8964% 
7.1530% 

Factor Acct 1587 - FIT Asset 
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(27,744) 
Acct 2902 - FIT Liabilitv 

1.3356% 
11.6066% 
0.7922% 
7.8964% 
7.1530% 

(856,416) 

1.3356% (11,438) 
11.6066% (99,401) 

0.7922% (6,785) 
7.8964% (67,626) 
7.1530% (61,259) 

Factor Acct 1587 - FIT Asset 

(856,416) 
Factor Acct 1587 - FIT Asset 

1.3356% (11,438) 
11.6066% (99,401) 

7.8964% (67,626) 
7.1530% (61,259) 

0.7922% (6,785) 

(856,416) 
Factor Acct 1587 - FIT Asset 

(6,726,112) 
Acct 2902 - FIT Liabilitv 

(89,834) 
(780,673) 

(53,284) 
(531,121) 
(481,119) 

(6,726,112) 
Acct 2902 - FIT Liabilitv 

(89,834) 
(780,673) 

(5 3,284) 
(531,121) 
(481,119) 

(6,726,112) 
Acct 2902 - FIT Lia bilitv 

1.3356% (11,438) 
11.6066% (99,401) 

7.8964% (67,626) 
7.1530% (61,259) 

0.7922% (6,785) 

(89,834) 
(780,673) 

(53,284) 
(531,121) 
(48 1,119) 

RUCO 18.1-Deferred Taxes.xlsx 
Page 3 of 4 
12/5/14 
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Response to Data Request No. RUCO 18.1 

3/31/2013 

Mo have Wastewater 
Sun City Water 
Tubac Water 
M o h ave Water 
Paradise Valley Water 

4/30/2013 

M o h ave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Pa rad ise Va I ley Water 

5/30/2013 

Mohave Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Paradise Valley Water 

6/30/2013 

Mo have Wastewater 
Sun City Water 
Tubac Water 
Mo have Water 
Paradise Valley Water 

(856,416) 

1.3356% (11,438) 
11.6066% (99,401) 

0.7922% (6,785) 
7.8964% (67,626) 
7.1530% (61,259) 

Factor Acct 1587 - FIT Asset 

(384,558) 

1.3356% (5,136) 
11.6066% (44,634) 

0.7922% (3,046) 
7.8964% (30,3 66) 
7.1530% (27,507) 

Factor Acct 1587 - FIT Asset 
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(6,726,112) 

(89,834) 
(780,673) 

(53,284) 
(531,121) 
(481,119) 

Acct 2902 - FIT Liability 

(6,726,112) 

(89,834) 
(780,673) 

(53,284) 
(531,12 1) 
(481,119) 

Acct 2902 - FIT Liability 

(6,726,112) 
Acct 2902 - FIT Lia bilitv 

(384,558) 

1.3356% (5,136) 
11.6066% (44,634) 
0.7922% (3,046) 
7.8964% (30,366) 
7.1530% (27,507) 

Factor Acct 1587 - FIT Asset 
(89,834) 

(780,673) 
(53,284) 

(53 1,121) 
(481,119) 

(384,558) (6,726,112) 

1.3356% (5,136) (89,834) 
11.6066% (44,634) (780,673) 
0.7922% (3,046) (53,284) 
7.89 64% (30,366) (531,121) 
7.1530% (27,507) (481,119) 

Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

RUCO 18.1-Deferred Taxes.xlsx 
Page 4 of 4 
12/5/14 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 27.1 Page 1 of 4 

Q: Refer to the response to RUCO 18.1 and to the Excel attachment to that response 

Revenue Code §338(h)( IO) election, for each EWAZ utility, and to the ADIT 
balances that EPCOR has reflected in rate base for each utility: 

a. Has the Company reflected as the ADIT amounts for rate base for each utility, 
the 6/30/2013 balances that were listed in the Excel file (and reproduced 
below): 

I 

which was provided on 12/31/2014. Concerning accounting for the Internal I 

~ 

l 

6/30/2013 (384,558) (6,726,112) 
Factor Acct 1587 - FITAsset Acct 2902 - FIT Liability 

Mohave Wastewater 1.3356% (5,136) (89,834) 
Sun City Water 11.6066% (44,634) (780,673) 
Tubac Water 0.7922% (3,046) (53,284) 
Mohave Water 7.8964% (30,366) ( 53 $12 1) 
Paradise Valley Water 7.1530% (27,507) (481,119) 

b. If not, explain fully why not, and show in detail the ADIT amounts used by 
EPCOR in its proposed rate base for each utility, and show in detail how each 
of those ADIT amounts were developed. 

c. Are negative amounts for accounts 1587 and 2902 indicative of credit balances 
in each of those accounts as of 6/30/2013? 

1. If not, explain fully what the credit balances in each of these accounts 
represent. 

d. Explain the decrease in the Account 2902 ADIT from $1,040,359 at 12/31/2011 
to $113,631 at 1/31/2012. 

e. Explain the zero balances in account 2902 and 1587 at 2/29/2012. 
f. Show in detail how the $384,558 in account 1587 is derived, including all book- 

tax differences and the income tax rates applied to each difference. 
g. Show in detail how the $6,726,112 in account 2902 is derived, including all 

book-tax differences and the income tax rates applied to each difference. 
h. Why doesn't the $6,726,112 amount in account 2902 change at all from 

12/31 /201 2 to 6/30/2012? Explain fully. 
i. Provide the ADIT balance, by account, in total and on each utility's books as of 

each of the following dates: 

1. 12/31/2013 
2. 06/30/2014 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 27.1 Paae 2 of 4 

3. 12/31/2014 (provide the Company’s best estimates if actuals are not yet 
available) 

j. Is the Company aware that bonus tax depreciation was recently extended for 
2014 by the US Congress and signed into law by President Obama? 

1. If not, explain fully why not. 
2. If so, explain fully the Company’s awareness of the availability of 2014 

bonus tax depreciation. 

1. If not, explain fully why not. 
2. If so, show the calculations including the estimated impacts on ADIT 

from using 2014 bonus depreciation. 

k. Has or will EPCOR utilize 201 4 bonus tax depreciation? 

A: 
a. No. 

b. The correct ADIT amounts for rate base for each district are reflected in the 
table below. The factors used in the table provided in response to data 
request number RUCO 18.1 were based on the 4-factor allocation method and 
are incorrect. The correct allocation factors are reflected in the table below and 
are based on the general metered customer allocation: 

6/30/2013 ($384,558) ($6,726,112) 

Mohave Wastewater 0.8752% ($3,366) ($58,867) 
Sun City Water 14.2637% ($54,852) ($959,392) 
Tubac Water 0.3699% ($1,422) ($241880) 
Mohave Water 9.8001% ($37,687) ($659,166) 
Paradise Valley Water 2.9920% 611,506) ($201,245) 

Factor Acct 1587 - FIT Asset Acct 2902 - FIT Liability 

The calculation for the ADIT amounts is shown on Company workpaper labeled 
“EUSA TB by BU~1311OI~Sch E.xlsx” which was provided as part of the 
Company’s original workpapers in this case. 

c. Yes, the negative amounts for accounts 1587 and 2902 are indicative of credit 
balances. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 27.1 Page 3 of 4 

d. The decrease in the debit balance for account 2902 ADIT from $1,040,359 at 
12/31/2011 to $113,631 at 1/31/2012, was mainly due to the increase in the 
deferred tax liability generally caused by tax depreciation exceeding book 
depreciation. 

e. The zero balances in account 2902 and 1587 at 2/29/2012 were caused by the 
Company not making an income tax provision calculation during that interim 
period. 

f. The detailed calculations for the $384,558 in account 1587 were prepared by 
the Company’s outside tax consultants. We have requested those files from 
our consultants and once received the Company will provide them to RUCO. 

g. The detailed calculations for the $6,726,112 in account 2902 were prepared by 
the Company’s outside tax consultants. We have requested those files from 
our consultants and once received the Company will provide them to RUCO. 

h. The $6,726,112 amount in account 2902 did not change at all from 12/31/2012 
to 6/30/2012 because the Company did not prepare an income tax provision 
calculation during these periods. 

i. The ADIT balance, by account, in total and on each district’s books as of each 
of the following dates are presented in the tables below: 

i. 12/31/2013: 

General Metered 
12/31/2013 Customer 4,274,820 (14,469,205) 

Factor Acct 1587 - FIT Asset Acct 2902 - Liabilitv 
Mohave Wastewater 0.8752% 37,415 (126,642) 
Sun City Water 14.2637% 609,749 (2,063,849) 
Tubac Water 0.3699% 15,813 (53,524) 
Mohave Water 9.8001% 418,936 (1,417,994) 
Paradise Valley Water 2.9920% 127,901 (432,915) 

ii. 06/30/2014: 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: Greg Barber 
Title: Controller 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 27.1 Page 4 of 4 

General Metered 
6/30/2014 Customer 996,509 (15,079,357) 

Mohave Wastewater 0.8752% 8,722 (131,982) 
Sun City Water 14.2637% 142,139 (2,150,879) 
Tubac Water 0.3699% 3,686 (55,781) 
Mohave Water 9.8001% 97,659 (1,477,790) 
Paradise Valley Water 2.9920% 29,815 (451,170) 

Factor Acct 1587 - FIT Asset Acct 2902 - liability 

iii. 12/31/2014 - we are unable to provide an accurate estimate due to the 
fact the actuals are not yet available to be input into our income tax 
provisioning process. 

j. Yes, the Company is aware that bonus tax depreciation was recently extended 
for 2014 by the US Congress and signed into law by President Obama. On 
December 16,201 4, Congress passed a tax extender package which included 
an extension of 50% bonus depreciation through the end of 2014. Thus, 50% 
bonus depreciation is available for qualifying personal business property placed 
in service during 2014. In addition, the new law allows 50% bonus depreciation 
through 201 5 for certain property with a longer production period and certain 
aircraft. The Company intends to do a thorough analysis of these rules for its 
2014 Income Tax Returns. 

k. The Company intends to do a thorough analysis of the bonus tax depreciation 
rules to determine if it will use these rules. 
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EPCOR Water Arizona Inc. 
Docket No. WS-O1303A-14-0010 

Attachment RCS-5 
Copies of Confidential EPCOR's Responses to Data Requests 

and Workpapers Referenced in the Direct Testimony and Schedules of 
Ralph C. Smith 

**EPCOR Confidential Pages Have Been Redacted** 

I 

Subiect 

201 3 costs charged to EWAZ and EPCO Water (USA) from 
affiliates; EPCOR provided financial statements for EWAZ and 
EPCOR Water (USA). (Attachments for (f) and (g) included) 

Company provided descriptions of STlP and MTlP plans; 
Calculation of EPCOR Corporate STlP and MTlP amounts for 
201 2; STlP and MTlP expenses for 201 2 and 201 3; Description of 
how MTlP expenses are recorded and allocated. 

Total Pages Including this Page 

Yes I 11 

Page 
No. 

2 - 7  

8 - 1 8  
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory and Rates 

Sheryl L. Hubbard 

Address: 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

ComDanv ResDonse Number: RUCO 12.16 

Q: Refer to Decision No. 72668 in Docket No. W-01303A-11-0101 , Exhibit A. 

a. 

b. 

C. 

d. 

e. 

Have there been any changes to the EPCOR corporate 
organization chart since that chart was produced in Docket No. 

1. If so, please provide the most current EPCOR corporate 

Are any costs charged to EWAZ or to EPCO Water (USA) Inc. 
from any of the following affiliates: 

1. EPCOR Finance (USA) Inc? 
2. EPCOR Utilities Inc.? 
3. The City of Edmonton? 
4. EPCOR Water Development (West) Inc.? 
5. EPCO Water Services, Inc? 
6. EPCOR Utility Holdings, Inc.? 
7. Any other affiliates? 

If the answer to any of the part b subparts is "yes" please identify 
the charges from each such entity to EWAZ, by account, for each 
of these periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

If the answer to any of the part b subparts is "yes" please identify 
the charges from each such entity to EPCO Water (USA) Inc by 
account, for each of these periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

How are costs allocated from EPCO Water (USA) Inc to each of 
the EWAZ districts? Show in detail for each of the following 
periods: 

1. Calendar 201 3 
2. Calendar 201 2 

W-01303A-11-0101? 

organization chart, and explain each change. 
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3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

Does EWAZ have financial statements? If so, please provide 
them for each of the following periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

g. Does EPCOR Water (USA) Inc., have financial statements? If 
so, please provide them for each of the following periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

h. Does EPCOR Utilities Inc., have financial statements? If so, 
please provide them for each of the following periods: 

1. Calendar 201 3 
2. Calendar 2012 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

f. 

A: 
a. "RUCO 12.16.a.pdf" is the most current EPCOR corporate organization 

chart which includes a similar level of detail as was included in Decision 
No. 72668 in Docket No. W-01303A-11-0101, Exhibit A. Certain legal 
entities have been added to address EPCORs business needs. 

1. The NorSpan group of companies has been created to facilitate the 
business development proposal related to an Alberta competitive 
electricity transmission project. 

2. EPCOR Water Prairies Inc. has been created for the waste water 
treatment project in Regina, Saskatchewan. 

3. EPCOR Energy Alberta Limited Partnership has been created for tax 
purposes and now contains the active business transferred from EPCOR 
Energy Alberta Inc. EPCOR Energy Alberta Inc. has been inactive since 
March 1,2014. 

4. 1772387 Alberta Limited Partnership (Encor) has been created for 
EPCOR's competitive retail electricity business in Alberta. 

5. EPCOR Service Inc. has been created to separate non-regulated type 
business. There is currently no activity in this entity. 

6. EPCOR Finance (USA) Inc. was created upon the purchase of the 
company by EPCOR, but was never used and the entity has been 
d iscont i nued . 
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b. EPCOR Water USA Inc. has charges in 2013 from the following 
affiliates. 

1. EPCOR Finance (USA) Inc.: No 
2. EPCOR Utilities Inc.: Yes 
3. The City of Edmonton: No 
4. EPCOR Water Development (West) Inc.: No 
5. EPCOR Water Services, Inc.: No 
6. EPCOR Utility Holdings, Inc.: No 
7. Any other affiliates: Yes, EPCOR Power Development Corporation 

c. Transactions from EPCOR affiliates are charged to EWAZ in one of two 
ways. The first way is by allocation, which means the EPCOR affiliate 
incurs the charge and then a journal entry is made in the general ledger 
to charge EWAZ. The other way is by invoice, which means the EPCOR 
affiliate incurs the charge and then generates an invoice that is paid 
through accounts payable to charge to EWAZ. We have combined both 
of these methods, by account, for each of the below periods in the 
attached file, “RUCO 12.1 6.c&d.xlsx”; Tab “7A Grand Totals”: 
1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

d. Transactions from EPCOR affiliates are charged to EPCOR Water 
(USA) Inc in one of two ways. The first way is by allocation, which 
means the EPCOR affiliate incurs the charge and then a journal entry is 
made in the general ledger to charge EPCOR Water (USA) Inc. The 
other way is by invoice, which means the EPCOR affiliate incurs the 
charge and then generates an invoice that is paid through accounts 
payable to charge to EPCOR Water (USA) Inc. The response combines 
both of these methods, by account, for each of the below periods in the 
attached file, “RUCO 12.1 6.c&d.xlsx”; Tab”6U Grand Totals”: 
1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,201 4. 

e. Costs are allocated from EPCOR Water (USA) Inc to each of the EWAZ 
districts per the below, attached files: 
1. Calendar 201 3 - attached file “RUCO 12.1 6.e.2013.xlsx” 
2. Calendar 2012 - attached file “RUCO 12.1 6.e.2012.xlsm” 
3. The year ended June 30, 2013 - attached file “RUCO 12.16.e.June 
2013 Rolling 12 Months by BU.xlsx” 
4. The 12 months ending June 30,2014 - the costs have not been 
allocated from EPCOR Water (USA) Inc to each of the EWAZ districts 
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for the 12 months ended June 30, 2014. The next allocation will be 
performed on December 31,2014. 

f. EWAZ has financial statements, see attached file “RUCO 12.1 6.f.xlsx” 
they are internally generated and for managements purposes only. 
EWAZ is part of an overall audit of EPCOR Utilities Inc and its financial 
statements are not the result of a stand-alone audit. 

g. EPCOR Water (USA) Inc. (EWUS) has financial statements, see 
attached “RUCO 12.1 G.g.xlsx”, they are internally generated and for 
managements purposes only. EWUS is part of an overall audit of 
EPCOR Utilities Inc and its financial statements are not the result of a 
stand-alone audit. 

h. See attached “RUCO 12.06 2013 EPCOR Utilities Inc. Audited Financial 
Statements.pdf” for 2013. See attached “RUCO 12.06 2012 EPCOR 
Utilities Inc. Audited Financial Statements.pdf‘ for 201 2. EPCOR 
Utilities Inc. does not produce financial information for the 12 months 
ended June 30. 
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COMPANY: EPCOR Water Arizona Inc. 
DOCKET NO: WS-01303A-14-0010 

Response provided by: 
Title: Director, Regulatory and Rates 

Sheryl L. Hubbard 

Address : 2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 

Company Response Number: RUCO 12.15 

Q: Refer to the response to STF GB 3.33. Refer to the "At Risk & Rent" tab. 

a. 

b. 

C. 

d. 
e. 

f. 

g. 

h. 

i. 

j. 

To the extent not already provided, provide a complete copy of 
the Source for MTlP and LTlP plans, and show in detail how the 
MTlP and LTlP award amounts were developed. 
Identify the location of the employees to which each of the 
following amounts relate: 
snp 7,002,766 
MTlP 4,645,488 

11.648.254 

Total as Per CAM 1 4,802,569 
Why is the total amount Per CAM higher than the $1 1,648,254? 
Explain fully. 
What caused the $3,154,315 difference? 
How was the $14,802,569 Total Per CAM amount derived? 
Show details. 
Is the $1 1,648,254 an actual amount for 201 2? If not explain 
what this is. 
Is the 14,802,569 Total Per CAM amount a budgeted amount for 
2012? If not, explain what this is. 
Provide comparative total MTIP amounts for each of the following 
periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,2014. 

Provide comparative total LTlP amounts for each of the following 
periods: 

1. Calendar 201 3 
2. Calendar 201 2 
3. The year ended June 30,2013 
4. The 12 months ending June 30,201 4. 

Identify the amount of MTlP expense, by account, that the 
Company is requesting for each district in the current rate case: 

1. Mohave Water District, 
2. Paradise Valley Water District, 
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3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District. 

k. Identify the amount of LTIP expense, by account, that the 
Company is requesting for each district in the current rate case: 

1. Mohave Water District, 
2. Paradise Valley Water District, 
3. Sun City Water District, 
4. Tubac Water District, and 
5. Mohave Wastewater District. 

A: 
a. EPCOR Utilities Inc. has a Short Term Incentive Plan (STIP) and a Mid Term 

Incentive Plan (MTIP). Prior to 2010, EPCOR had a Long Term Incentive Plan 
(LTIP) but this plan was wound up when EPCOR sold its generation assets in 
2009. RUCO 12.15 Attachment 1 provides a complete description of the MTlP 
plan. RUCO 12.15 Attachment 2 provides a complete description of the STlP plan. 

b. The $1 1.65 million in STlP and MTIP represents the at risk compensation related 
to all the employees included in EPCORs corporate shared service groups, 
located at the head office. 

c. The total CAM amount of $14.80 million includes the STlP and MTlP of $11.65 
million as well as a $3.15 million provision for severance related to the 2013 
Corporate Reorganization. The decision to downsize the corporate service group 
was made in the fourth quarter of 2012 and a provision for the severance costs 
was made at that time. 

d. See response to subsection c. above. 

e. RUCO 12.15 Attachment 2 describes the STlP program and the method for 
calculating the STlP costs of $7.00 million. RUCO 12.15 Attachment 1 describes 
the MTlP program and the method for calculating the MTIP costs of $4.65 million. 
The severance cost of $3.15 million represents an estimate of the termination 
payments that would be incurred in the first quarter of 2013, upon the 
announcement of the corporate reorganization. There is no detailed calculation for 
the $3.1 5 million in severance costs. 

Table RUCO 12.15-1 provides a high level calculation of the $7.00 million in STlP 
for 2012. The 2012 actual STlP costs include 100% of Pool A and 31.74% for 
Pool B. 
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1 Non Union 
2 Union 
3 Total STlP 

Table RUCO 12.15-1 
201 2 STlP Calculation for Corporate Employees 

A B C D 

195 22.82 7% - 75% 6.60 
141 12.26 2.50% 0.40 
336 35.08 7.00 

Base 
Labour 

Number of cost Taraet STlP I$ 

2 Union 

2012 Actual I EmDlovees I $  millions) STIP-f%) millions) I 

0% 
3 Total MTlP 

Table RUCO 12.15-2 provides a high level calculation of the $4.65 million in MTlP 
for 201 2. 

53 3.91 4.65 

Table RUCO 12.15-2 
2012 MTIP Calculation for Corporate Employees 

A B C D 
Base 

Labour 
Number of cost MTlP ($ 

2 MTlP 4.65 2.72 

f. The $11.65 million is the actual at risk compensation for 2012 for the corporate 
shared service employees. 

3 Total 

g. See response to c. above. 

11.65 6.87 

h. Table RUCO 12.15-3 below provides the STlP and MTlP for 2012 and 2013. 
There are no LTlP costs in 2012 or 2013. 

Table RUCO 12.15-3 
STlP and MTIP Costs for Corporate Employees 

A B 

I 1 STlP I 7.00 4.15 I 

i. There are no LTlP costs in 2012 or 2013. 

j. The MTlP expense is recorded in account # 5217 STlP Expense, which rolls up 
into the Labor line of our income statement. This account has been allocated, through 
labor expense, to the below districts in the work paper you received with the 
application labeled “June 2013 Rolling 12 Months by BU”. The table below shows the 
specific allocation of the MTlP Expense. 
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MTlP Expense 
Allocated 

4-Factor Amount 

Total MTlP Expense @ 
6/30/2013 $268,650.00 

Mohave Water District 
Paradise Valley Water 
District 
Sun Cit Water District 
Tubac Water District 
Mohave Wastewater District 

0.078964 

0.071 530 
0.1 16066 
0.007922 
0.01 3356 

$21,213.68 

$1 9,216.53 
$31 ,I 81 .I 3 
$2,128.25 
$3,588.09 

$77,327.68 

k. See response to subsection i .  above. 
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2013 CORPORATE SHORT TERM INCENTIVE PLAN 

10% 10% 10% NIA 10% Consolidated Net 
Income 

Plan Overview 

10% 

The 2013 Corporate Short Term Incentive Plan (STI) has been approved by the EPCOR Board of Directors. The 
2013 STI Plan continues to place a greater focus on the importance of achieving our safety metrics while 
continuing to recognize Business Unit (BU) operational efficiency, customer and financial performance metrics. 
The plan continues to maximize rate case recovery and reflects competitive practices among comparable 
employers in EPCOR’s approved comparator groups. 

The 2013 plan continues to use a scorecard approach where STI funding is based on the results of the 
completion of business unit objectives, business unit net income and/or consolidated net income. As per past 
practice, results above or below target are calculated on a linear basis. Individual STI awards will be tied to an 
employee’s overall performance and STI Award Ranges will be developed for each BU based on APfR 
distribution and BU results. 

BU Metrics: 
0 Operational Efficiency 

Customer 
0 Safety 

2013 Corporate STI Funding: 

30% 30% 30% 30% 30% 30% 
30% 30% 30% 30% 30% 30% 
30% 30% 30% 30% 30% 30% 

Total funding available to each BU for the 2013 Corporate STI Plan will be determined by Financial and BU 
performance on Pool A metrics and EPCOR’s Consolidated Net Income for Pool B. Both Pool A and Pool B will 
be added together to determine total STI funds available for each BU. 

*Note: Performance measures and targets for each BU and Consolidated Net Income are approved by the 
Human Resources and Compensation Committee of the Board of Directors. 

2013 Pool A Performance Measures and Weightings by Business Unit: 

I BU Net Income** I NIA I NIA I N/A I 10% I NIA I NIA I 

1 
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2013 CORPORATE SHORT TERM INCENTIVE PLAN 

Pool A Funding 

Funding for the STI Pool A (Operational Metrics) is established based on the actual performance results (as 
measured against pre-determined performance measures) for Operational Efficiency, Customer and Safety 
metrics as well as either Consolidated Net Income or BU Net Income (Electricity Operations). Maximum funding 
for the STI Pool A is capped at 100% of target. The STI Pool A is fully recoverable through the rate cases. 

To pay out at target, the aggregate results of all BU metrics must be at or above target and, since 
payouts are triggered by the aggregate results, participating employees are incented to achieve results 
above target to offset metrics other than Safety that may fall below target. 

Safety metrics are considered ‘table stakes’ for 2013 and must, at a minimum, meet threshold 
performance in order to contribute to the funding formula. Safety is a key component of our culture and 
must represent a significant role in our incentive structure, therefore: 

0 

0 

o If Safety does not meet target performance, Pool A funding will be reflective of the degree Safety 
fell below target. 

Safety metrics must meet a minimum of threshold performance in order to contribute to Pool A. 

Over performance on Safety can contribute to the aggregate results in Pool A and offset BU 
performance metrics that may fall below target. 

Overall Safety results below target cannot be offset by higher performance in one of the other BU 
performance metric. 

A Safety metric that falls below threshold cannot be offset by higher performance in any other 
Safety metric. 

o 

o 

o 

o 

Pool B Funding 

STI funding can be increased up to an additional 50% from Pool B if consolidated financial performance results 
achieve between target and stretch. Funding from Pool B (if applicable) will be available to each BU, regardless 
of performance on Pool A metrics. This component is fully shareholder funded, driven solely by financial 
performance, and will use Consolidated Net Income from core EPCOR operations as the performance measure. 

0 Using this approach reinforces the criticality of growing the business and maximizing EPCOR’s overall 
profitability and shareholder return. 

Additional funding will be established and “triggered” to the degree financial performance exceeds target. 0 

0 Funding for this supplementary pool is not covered in the rate cases and is subject to Board approval. 

Allocating the Pool 

Each BU will be allocated an STI funding pool derived by the program results achieved. 

Individual STI awards are determined by the Manager and a recommended STI Award Range will be developed 
for each BU based on APfR distribution and overall BU results. 

Individual STI awards must be managed within the allocated resources and the sum of all STI awards cannot 
exceed the funding amount assigned to each BU. 

See Appendix A for Funding Examples for the 201 3 STI Corporate Plan. 

2 
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At Target 

2013 CORPORATE SHORT TERM INCENTIVE PLAN 

At Stretch 

Individual STI Awards: 

An individual’s APfR rating will impact the STI award, which can range from 0% - 200% of an employee’s 
incentive target. STI Award Ranges will be impacted by BU performance result and APfR distribution. The 
following are potential examples of STI Award Ranges for a Business Unit with overall Corporate STI funding “at 
target” and “at stretch”. 

Exceeding Expectations 

Fully Successful 

Partiallv Meetinn Expectations 

APfR Rating 

90% - 130% 120% - 160% 
70% - 110% 
10% - 50% 

100% - 140% 
10% - 50% 

Unacceptable 

I Outstanding I 110% - 150% I 160% - 200% I 

0 0 

STI Corporate Plan 

Ad m in istration 

The majority of permanent full-time and permanent part-time EPCOR employees, including all CSU employees, 
participate in the company’s Corporate STI Plan. 

Target Percentages 

All employees eligible for the Corporate STI Plan have individual STI target percentages associated with their 
positions. Target percentages are typically set by stratum and are competitively aligned based on EPCOR’s 
compensation philosophy and Board approved comparator organizations. Individual STI target percentages are 
communicated, as applicable, in offer letters upon hire or position change or within a collective agreement. 

Calculating 201 3 Corporate STI Awards 

BU performance metrics and consolidated net income results must meet pre-determined levels of achievement. 
Prior to the payment of annual individual STI awards, performance metrics and consolidated net income results 
are reviewed and approved by the Board of Directors in March, following the completion of the STI plan year. An 
employee’s STI award will be influenced by BU performance, APfR rating and the pool of funds to be allocated. 

See Appendix B for sample calculations for a Corporate STI award. 

STI Flat Rate Plan - CUPE 30 - See prevailing collective agreement. 

STI Variable Flat Rate Plan - IBEW 1007 - See prevailing collective agreement. 

3 
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2013 CORPORATE SHORT TERM INCENTIVE PLAN 

Program Administration Summary 

0 

eligible position on December 1, 201 3 or earlier and continue to be actively employed in a permanent full-time or 
permanent part-time position when the incentive awards are paid in April 201 4. 

Permanent full time and permanent part time employees are eligible for an STI award if they were in an STI 

0 Incentive awards are based on the employee’s permanent assignment, base salary, incentive target %, and 
the performance of the business unit they were assigned to as of December 1,201 3. Employees will appear on 
the Manager’s worksheets in Compensation Work Bench (CWB) based on the supervisor hierarchy in Oracle HR 
as of December 1, 201 3. 

base salary and incentive target % of their permanent assignment. 
Permanent employees in active temporary assignments are eligible for STI Awards based on their home BU, 

0 

reason other than permanent disability, death, or retirement prior to the payment date in April 2014 are not 
eligible for a 2013 incentive award. 

Employees who were dismissed for poor performance, just cause or who terminate employment for any 

0 

and transfers from full-timelpart-time. 
Service and eligible STI hours will be pro-rated for mid-year hires, leaves of absence without pay and LTD, 

0 2013 STI awards are calculated using a December 1, 2013 salary (pro-rated for service and eligible STI 
hours) and target incentive % as of December 1, 201 3, based on business unit results and the 201 3 APfR ratings 
previously inputted and approved through the CWB Performance Plan. 

0 Scheduled pay date for the 201 3 STI Awards is in April 201 4. 

4 
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